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! THE FINE ART OF FLYING 


by Jenkins. 





Phenomena Points North, South, East, West by Jenkins. Declaring himself an avid admirer of our style, the American painter, 
Paul Jenkins dedicated his vibrant work to the ple asure felt when flying on Air France wherever one goes. Which we feel is actually 


not really a phgnomenon, but something you can expect every time wou fly with us. 


It's simply a matter of care in the air. 
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. The railway /subway hub station of Ikebukuro is only a momenr's 


| : the-art facilities provide the support you need to work and relax in style. 
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Among Tokyo's most prestigious hotels, Holiday Inn Metropolitan 
is fast emerging from the crowd. _ 

From spacious, well-appointed guestrooms, the ancient and 
modern delights of Tokyo are all waiting when business is completed. 





walk from the Metropolitan's grandly proportioned lobby and seven 
exceptional restaurants. A direct limousine bus service runs from Narita 


airport. : 
Attentive, inconspicuous: service and a complete array of state-of- — 


Holiday Inn Metropolitan puts you in position to do business 


to choose us first. . < The Worlds First Choice 


# Holiday Sun mix? 


For further information and eeservations: 
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Contact your travel agent, or our Regional Sales Office, HWE Tower 3, China Hong Kong City, 33 Canton Road, Kowloon, Hong Kong. — * 
Tek: 37366855, Tix: 43786 HIRO HX, Fax: 3-7352808; or Holiday fan Metropolitan Tokyo, 6-1 Nishi-kebukuro, chore, Toshiraku, — 

Tokyo 171, fapan. Tel: (033 980-1111, Tix: 272-2787 HTLMET J, Fax: (03) 980-5600 

Malaysia: (3.29392 33 Singapore: 7377966 Hong Kong: 372 366835 United Gas: LBD HOLIDAY Sydney: 02-261.4922 "Tokyo: 03-548 HHI 
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KEYBOARDS LASER-CUTTING MACHINES MICROCHIPS NEGOTIABLE BONDS 





SHIPBUILDING TELECOMMUNICATIONS & TOOLS URANIUM DEVELOPMENT VALVES 


4 some of the most respected names in the business 
world have formed partnerships with Daewoo. And no 
WHO! wonder. Daewoo is highly innovative, quality oriented and 
technologically advanced in practicallyeverything from A to Z. And 
at the rapid rate Daewoo keeps innovating, it might not be logg 
before we have to invent a whole new alphabet. n 
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Over 50 hotels on 5 continents. 


Nina Ricci designs the uniforms. the Seychelles, Phuket and over 50 
Hermés supplies the bathroom other cities and resorts worldwide 
amenities. Christofle silverware and provide some stunning locations. A 
Limoges china are found on our world of hospitality beckons and 

. tables. Famous French chefs create the service is courtesy of Meridien. 


our superb restaurant menus. The 


concierge is a source of all Ye 

information and the latest MERI DI EN 
+ 

technology supports the business 


traveller. New York, Bangkok, TRAVEL COMPANION OF AIR i us 
. í, i 
è For reservations, contact any Meridien hotel or Air France office, 
your travel agent or Meridien Reservations International at Hong Kong 852.3.66.99 96; 
d Singapore 65.733.28.78: Tokyo 0120.475.777 or Sydney 008.221.307. 
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Thailand better NIC material 

In The next NIC [COVER STORY, 7 Sept.] and | 
the accompanying article Stable and able, ` 
correspondent N. Balakrishnan offered a 
great deal of useful information, and cor- , 
rectly highlighted many successes that . 
Malaysia has achieved in the 1980s. How- - 
ever, the articles contained several impor- 
tant misconceptions that give a significant 
bias to Malaysia's recent accomplishments 
and prospects for "NiC-dom," especially | 
when compared with neighbouring Thang 
land. 

It is true that NIC-hood has its drawbacks, ! 
but these have little to do with the with- 
drawal of privileges under the generalised 
system of preferences (GSP) as stated in the 
article. Margins of preferences accorded by 
the GSP in developed-country markets are 
small, as tariff levels are already very low on 
a most-favoured-nation basis, and impor- 
tant basic industries, such as textiles, are 
excluded. Thailand's opting to let the US 
withdraw its GSP privileges rather than ac- 
quiesce to demands regarding intellectual 
property protection testifies to this. 

The definition of “NIC” is indeed elusive, 
but surely a per capita income of US$2,000 a 
year is not an "accepted norm." Bruneiis not 
an NIC even though its per capita income 
qualifies it to be a member of any rich man's 
club! A more frequently used definition re- 
quires a per capita income of US$1,000. 
which both Thailand and Malaysia have 
achieved. But absolute per capita levels of in- 
come are less important than growth rates, 
income distribution, and export growth and 
diversification, especially into manufac- 
tures, in addition to stable social and political 
factors. And in each of these categories, 
Thailand is a more probable candidate than 
Malaysia. 

First, growth in Thailand has exceeded 
that of Malaysia in all years since 1985. Even 
the 8.1% growth in 1988, which you cor- 
rectly cite as being the best this decade for 
Malaysia, is considerably less than the 
whopping 11% growth in Thailand which 
was as good as in any of the NICs. Second, 
income distribution in Malaysia is not only 
inferior to Thailand but also to Wery other 
country in the Asean. 

Third, it is true that Malaysia has an im- 
pressive diversification record, as manufac- 
tures now account for 49% of its export earn- 
ings. But much of this progress is due to the 
fall in petroleum and other commodity 
prices, and manufactured exports as a per- 
centage of total exports are still smaller tha; 
in Thailand and even the Philippines. Also ~ 
this "diversification" has been concentrate. ^ = 
in electronics (56% of the total), and a 
percentage (38%, as of 1987) of total manu 
factured exports have gone to the US mat 
ket. This compares unfavourably with mc: 
diversified manufactured exports from Thai- 
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Hidden Jreasun 


The Panorama Deck, an option under study for the 
MD- stretch version, offers the potential for increased 
capacity with lower-deck seating, 

Airlines will have the ability to carry passengers 


and cayo without sacrificing the advantages ol ly ing 
the most efficient wide- body plane in the world. I ocated 
in the forward fuselage, the Panorama Deck would have 


a floor width of nearly ten feet. So your passengers won't hod mitti 
sacrifice the comfort they demand on long flights. Plus, the angled / ne. 
positioning of the windows that results from the fuselage curvature 
otters window-seat passengers a truly panoramic view. 

The Panorama Deck. An option that can mean pure joy for your 
yassengers. And profit for you. Yet anotherIMD-ll innovation that 
nakes all th® sense in the world. 
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land which are far less dependent on the US 
market (25%, as of 1987). Also, Thai total ex- 
ports are more diversified; the country 
sends only 3876 of its exports to its largest 
three markets (which are the same as for 
Malaysia, that is, the US, Japan and Singa- 
pore), as opposed to 52% for Malaysia. 
Moreover, export growth over the past two 
decades, both for totals and manufactures, 
has been much faster in Thailand. 

Fourth, while Malaysia has made pro- 
| gess in trimming the growth in its govern- 
ment expenditures, they stood at 32% of 
total expenditures, causing a federal deficit 
of more than 876 of GNP, four times the com- 
parable Thai figure. 

In conclusion, Malaysia is, perhaps, an 
NIC candidate, but its prospects are not as 
good as Thailand's. Nevertheless, what is 
| important is that both countries are ex- 
| | periencing economic prosperity, not that 
they should pursue a status symbol. 

WILLIAM E. JAMES, MICHAEL PLUMMER 
Honolulu East-West Centre 
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Explaining Singaporean justice 

Asia Watch's Sidney Jones [LETTERS, 21 
Sept.] dismisses as "telling eagerness for the 
home court" the Singapore Government's 
invitation to Asia Watch to prove the truth of 
their allegations in the courts. He did not 
mention that the government undertook to 
"allow any appeal in this case to go to the 
Privy Council so that there can be no ques- 
tion of the impartiality of the judgment." 


LADIES AND GENTLEMEN Now he has made further scurrilous attacks 
| on the Singapore judiciary, while remaining 

safely beyond reach of the law. 
a THE SF 2010 : The appointment of judicial commission- 


ers for fixed terms to the bench is not unique 











"WHAT IS THE SF 2010?" to Singapore. Malaysia and other Common- 
It's Samsung's newest personal facsimile. | wealth countries have similar arrange- 
"IT HAS ADF?" ments. In England, commissioners of as- 


size, now called deputy judges, hold short- 
term appointments. The Singapore Govern- 
ment found it necessary to appoint judicial 


Yes, automatic document feeding is a standard 
féature of this model. 

















* `" "MANAGEMENT REPORTING?" commissioners because not enough quali- 
Of course. Messages of confirmation, transmis- fied lawyers were ready to give up the high 
sion, reception, and call-back are just some of the incomes of private practice &5 ^ Became 
messages that can be programmed. judges for life. 

"WHAT ABOUT COPY-QUALITY?" It is common for judges in Common- 
A 16-level gray scale provides a whole range wealth countries to hold office as judge 
of black and white tones for almost photo- | beyond their normal retirememt age. For 
quality copy. example, in England, lord justices of appeal 
"AND THE PRICE?" who have retired are appointed ad hoc to 


hear cases. 
The practice of rotating legal officers be- 


d tween judicial and legal appointments dates 
"ANY OTHER MODELS COMING OUT? back to the pre-war colonial government. 


They're just around the corner. | No question was ever raised about the integ- 
rity and impartiality of Singapore's lowe 


o 
a S — fuites (bos judiciary, until J. B. Jeyaretnam, then an o 
E Samsung Electronics Co., Ltd Office iH 1 
+ SAMSUNG 614th FL, Ankuk Insurance Bidg., ay grodan Certr f position member of parliament, alleg 
e ics 


Verrrrry competitive. 








f 87, txa, Uichiro, Chung-ku, 18 Harcourt Road Queeniiay. H K executive interference. These allegatio 
ay see a were investigated in Mn ori proceeding 
E PAE ass psn "" TR first by a commission of inquiry, followei 
Sth FI.. Sathom Than Bldg. i 9240 North 10 Collyer Quay (Hex) 20-09 RM.. B. 4F No 581 Tun Wha S AD 9th AL, Skyline Bldg . JL M. H. Thamrin by a parliamentary committee of privileges 
Mina NUR TIRNO Caine uM Mn e Jeyaretnam was given every opportunity tc 
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LAND, TWO THikvS BY WATER, 
AND ALL OF IT BY CIGNA. 


The world’s a big place. 196,951,000 square 
miles to be exact. 

And if you're an international business buying 
insurance country by country, it can seem even 
bigger. 

Dealing with other customs, policies and pecu- 
liarities can be more than just complicated. 

It can leave you unsure of your coverage. If not 
completely uncovered. 

Thus the need for comprehensive global cov- 
erage. The kind of coverage that the CIGNA 
companies can provide. 

As a truly global organization, CIGNA ose 
offer a wide Tange of property and casualty 
insurance all around the world. On both land and 
water. With local operations in nearly 80 countries, 
led by experienced representatives who know 


local customs inside and out. 

Our global coverage can also help eliminate 
overlapping policies and gaps in protection. 

What's more, we have a network of loss control 
specialists to help you prevent accidents. 

As well as a worldwide claims-handling system 
that can process claims quickly should any 
accidents occur. 

And with over 48,000 employees worldwide 
and almost 200 years of global experience, few 
companies can match our strength. 

If you'd like more information about our  . 
worldwide property and casualty c bverages, 


contact the CIGNA office 
nearest you. 
And find out just how small CIGNA 
a eae | OR 


the world can be. 





Swissair customer portrait 16: Toh Sou Pin,iolinist in Singapore, by Alberto Venzago. 
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substantiate his allegations. He produced no 


evidence and instead explained that his 
words did not mean executive interference. 
No judge was ever "substituted [for Dis- 
trict Judge Michael Khoo] to do the dirty 
work" of passing a sufficiently heavy sen- 
tence on Jeyaretnam to disqualify him. In 
fact, no judgment of any. district judge 
caused Jeyaretnam to lose his parliamentary 
seat. The sentence was varied by the High 
Court when it heard Jeyaretnam's appeal. 
The prosecution did not ask for the sentence 
to be varied. It was Jeyaretnam who ap- 
pealed to the High Court and thus brought 
about his own disqualification. 
EMIL Y WILFRED 
Press Secretary to the 
Minister for Law 
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Difference of opinion 
I thank Ann Yim for her generally, if at times 
grudgingly, favourable review of my Moul- 
dering Pearl [BOOKS, 14 Sept.]. However, 
. there are at least two points in it that beg a 
reply. She suggests that I am excessively 
cautious when writing about the Chinese in 
Hongkong, and gives as an "unintentionally 
hilarious example" my description of the 
visit of Deng Xiaoping's son Pufang to 
Hongkong on a fund-raising jaunt. I find it 
hard to describe as entirely serious a line 
such as: "For nearly a month Deng Pufang’s 
wheelchair and broad beaming face were to 
be seen everywhere, as millionaires stum- 
bled over one another to present huge sums 
to the fund." 

It certainly is not "a sort of modern 
epiphany," as she puts it. However, while 
not intended to be hilarious, the passage 
dealing with his visit was written with a cer- 
tain humour and irony in mind. 

The second and more substantial criti- 
cism is Yim's view that my assessment of 
current events is called into question by 

"small but significant errors in the last chap- 
ter." It is a pity that she does not spell out 
what these errors are, as this makes it politi- 
cal point-scoring rather than serious criti- 
cism. From what I can gather, the main 
"error" in that last chapter is that she and I 
do not agree on the democratisation process 
. in Hongkong. That is nothing more than a 
> differencewf opinion. It is also a pity that she 
. feels that "activists" should skip the last 
. chapter, as such a suggestion fuels precisely 


. the intolerance and obsessive idealism that 


: represent the current divisive character of 
. Hongkong politics, which I warn against. 
—. Sydney FELIX PATRIKEEFF 


< History of unification 

_ Shim Jae Hoon's piece on the passion for 
~ reunification among Koreans, The impossi- 
ble dream [14 Segt.], was a well-researched, 
_ balanced and thought-provoking essay on 
< this difficult subject. 

~ | would like to challenge one statement, 
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however, which reflects a misconception 
often expressed by Koreans when objecting 
to a comparison of their country with di- 
vided Germany, namely the notion that 
“Germany was never unified until the 19th 
century.” 

Modern Germany and France both have 
their roots in Charlemagne’s empire which 
was broken up into an eastern and a west- 
em part during the ninth century. One can 
argue whether a unified German state 
already began with King Ludwig (who 


ruled the eastern half from 843) or King Kon- 


rad (who was the first elected German king, 
from 911), or only with King Heinrich 1 
(from 919, whose realm was the first to be 
called Regnum Teutonicorum) or his suc- 
cessor King Otto I (from 936). Otto. then 
went on to formally found the “Holy 
Roman Empire of the German Nation" 

when he was crowned emperor in 962 at 
Rome. All subsequent emperors were first 


crowned German kings before they as- 


sumed the additional title of emperor. This 
empire lasted until 1806 when it was dissol- 
ved by Napoleon. 

In Korean (as well as Japanese) refer- 
ences to this empire the name is often trans- 
lated only as “Holy Roman Empire” leaving 
out the part “of the German nation.” This 
abbreviation is, I believe, one of the reasons 
for the widespread misconception about the 
nature of this empire. That it controlled also 
many non-German territories during the 
more than eight centuries of its existence 
does not alter the fact that at its core was a 
German state organised as a sort of federa- 
tion with a king at the top. Bismarck’s Ger- 
man Empire of 1871 — to which Shim appa- 
rently refers — was the traditional Germany 
minus Austria which had been forced to 
stay outside by Prussia in 1866. 

d GEBHARD HIELSCHER 
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Gold is second to freedom 

Flight capital [21 Sept.] has focused much 
attention on the gold awarded to Lieut. 
Chiang Wenhao who defected in his MiG-19 
to Kinmen. 

But the gold could not have been the 
only enticement. Think of the many dangers 
a defector has to face. You could be shot 
down by another fighter in hot pursuit or by 
anti-aircraft fire. Your fuel may run out be- 
fore you can land safely on an unknown 
runway. You could crash by flying too close 
to the surface. Last but not least, your family 
and loved ones may suffer for your action. 
These risks put an air force defection in a dif- 
ferent category from others. It takes much 
more than the yellow metal for someone to 
decide on such a drastic move. 

Do not forget the many swimmers who 
crossed th shark-infested bay north ofthe 
Hongkong border — without a pot of gold at 
the end of the rainbow, perhaps, but at least 
with the hope of freedom. 
Hongkong C. K. LAN 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. it gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 


Politics and Social Affairs. The only single 


medium of its kind. 


Rate: Soft cover US$28.95/HK$225 (or the 
equivalent in local currency). Add the Yearbook 
cost to your subscription rate shown above, and 
send the total, with the completed coupon. 
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t e People's s 

: = Republic: of China 

(PRC) with the 

famous words "the 
| ese people 


o B 1949 did not mark 
cut the end of China' s years of trauma. - 
-An almost never-ending process of 

a ideological, social, political, economic 

< and cultural u ipheaval has been going on 





ever since. The rural collective disaster was WM 


> followed by a continuously changing 
-political line as Mao relaxed the communist 
. party's grasp — -the "Hundred Flowers" 
period — then tighened it with his "Great 
- Leap. Forward" and finally the disasterous 
Cultural Revolution. The failed coup by 
Lin Biao and the death of Mao led to a 
struggle for power, ending with the arrest 
of the “Gang of Four.” Throughout all 
these events and the many dramas that. 
followed, one figure — Deng Xiaoping -— 
wove a subtle path which has seen him 
survive all the changes and still, at 85, 
dominate the political scene. Peking 
correspondent Robert Delfs and other 
-correspondents and contributors examine 
40 years of the PRC, while in ARTS AND 
SOCIETY, Lynn Pan tells the story of one 
Shanghai family’ s survival. 76 





Cover illustration by Barny Lee. 


INTELLIGENCE 


Fledgling Competitor 
Asiana, South Korea’s second airline, 
which started flying at the end of 1988, 
is feeling rival carrier Korean Air's 
muscle. Asiana was ready to fly to 
Sakhalin Island on a high-profile trip 

to bring Koreans who were taken by 
the Japanese for their first visit to 

the motherland since 1945 at the end of 
September. Korean Air interceded and 
persuaded Seoul that it should make the 
flight. oe has been vigorously 
pursuing warmer ties with communist 
countries and is negotiating for regular 
everflights over the Soviet Union. It 
recently made the first (charter) flights 
by a South Korean carrier to China. 


12 


have stood up.” But 


| Pros e 
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Indonesia: Papal Visit 


China deas leaders reiterate oon 2t 
| communist policies. 14. » 
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. regime hardliners beef up the army rand 
: continue their. campaign nn all- 
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Conservative communist eadeni fid | 
growing in from veteran party 





Asiana also complains that Korean Air 

is trying to squeeze it out of Tokyo 
landing rights which were agreed to in 
Japanese-South Korean aviation talks in 
August. The new airline is also miffed that 
Korean Air is trying to monopolise the 
new terminal at Seoul's Kimpo Airport 
and wants to relegate Asiana to an older 
terminal. 


Play The Game 


Personnel directors at major Japanese 
companies have begun giving precedence 
to members of soccer and rugby clubs over 
high academic achievers when recruiting 
graduates from top universities. This is 
done on the theory that membership of 
such clubs indicates team spir. Graduates 
from prestigious universities sch as 
Tokyo or Hitotsubashi are assumed to 
have demonstrated their academic 
prowess by getting into the university in 
the first place. 
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President Aquino’ s home province of 
Tarlac receives a windfall of aid from 
Manila, which some legislators call 
favouritism. Meanwhile, Aquino's own ` 
large family holdings are an embarrassing 
example of the difficulties involved i inland 
reform 3 


Pakistan: Opposition 
rontation seems inevitable between 
Punjab Chief Minister Sharif and Prime 





Minister Bhutto's federal pou 40 


Still on the Take 

Despite the crackdown on corruption in 
China, gift-taking is still a regular business 
practice, especially in the south. Foreign 
businessmen report that the pressure trom 
their Chinese partners to find a lifeline 
overseas for themselves and their children 
is just as strong, if not stronger, than ever. 
Even top cadres feel insecure about their 
political future and want their children 
sent abroad to protect them against all 
eventualities, one businessman said. 


Downgrading the Threat 
Reflecting the broader rapprochement in 
Sino-Soviet relations, the Soviet armed 
forces have gradually downgraded their 
colour-coded threat designations of 
simulated "Chinese" forces in their 
military exercises. From laeing in the same 
“Blue” category as US, Nato and Japanese 
forces in the 1970s, the Chinese became 
“Brown” in the early 1980s, and today are 
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China in 1997, as something forced on her 
by the Foreign Office. The Foreign Office is 
understood to think that issuing about 
200,000 passports would cover the key 
people needed to maintain Hongkong's 
administrative and commercial stability, 
who otherwise might seek an early escape. 


"Rose," which is one shading away from 
"Red," the colour of friendly forces. 


Unpopular Colony 
British Prime Minister 
Margaret Thatcher is 
said to be angry with 
the Foreigrf Office 
over the confidence 

> crisis which has 

c developed in 

. Hongkong. Asa 

~~ result, she has told the 

.— Foreign Office to cut 

5 by 50% the number of 

= British passports which it had 

recommended should be offered to the 

. Hongkong people in order to help boost 

onfidence following the June massacre in 

eking. A source glose to the o S 

ffice said Thatcher sees the 1984 

ino-British Joint Declaration, under which 

ritain promised to return Hongkong to 


Signals for Singapore 
Indonesian officials have hardened their 
views on Singapore's offer to host US 
military facilities in future. While 
outwardly maintaining a “wait and see" 
stance on the issue, recent statements from 
the Indonesian side have warned 
Singapore not to step beyond certain well- 
known lines — an allusion to the basic 
treaties underpinning membership of 
Asean. Som@have gone so far as to accuse 
Singapore offbeing economical with the 
truth over the matter. But Singaporean 
officials have shrugged off this new slight 
on their initiative, saying it is far from clear 





Thatcher. 
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whether the view'of these Indonesian 
officials is shared by President Suhárto. 
According to well-placed sources, Suharto 
has urged his ministers not to criticise the 
Singapore offer. 


Acceptable Agreement 

Japan's attempts to introduce competition 
into its international telecommunications 
market, hitherto monopolised by Kokusai 
Denshin Denwa (KDD), may not have been 
quite as successful as the government 
claims. KDD's two newly established 
competitors, International Digital 
Communications Inc. (IDC) and 
International Telecom Japan (It), share the 
same sales agent and appeared to have 
arrived at an understandingyon chagges. In 
the case of calls to Hongkom China and * 
Taiwan, {tj charges less for calls of under 
three minutes, while IDC is cheaper for 
longer calls. If a call lasts exactly three 
minutes, both companies charge the same. 


the foreign and domestic press 


Cd . used to describe the Tianan- 


-. been reports, apparently based on an un- 






TUM has belied recent speculation 
that it would use this month's 40th 
anniversary of the founding of 
| uA the communist state to cultivate 
. a more conciliatory public image. The new 
. leaders used an unusual joint press con- 
. ference on 26 September to re-emphasise 
< their hard line. The unmistakable message is 


D -that even as the Soviet Union and most of 
5. Eastern Europe move to liberalise their re- 
-' gimes, China — like North Korea and Viet- 


nam — is sticking to a leftwing political 
orthodoxy. 


Nearly four months after the Chinese 


army brutally suppressed the pro-demo- 
cracy movement in June, communist part 
. General Secretary Jiang Zemin declared that 


the Tiananmen killings were not a “tragedy” 


and refused to rule out more death sen- 
tences for the movement's leaders. “There 
was no tragedy,” Jiang intoned. “This was a 
counter-revolutionary rebellion aimed at 
negating the leadership of the communist 
party and overthrowing the 
communist system, which was 
determined by both the gener- 
al international climate and 
the domestic micro-climate 
within China. It was unavoida- 
ble.” 

The press conference at the 
Great Hall of the People was 
itself a rare event. Jiang and the 
entire politburo standing com- 
mittee — *the highest party 
organ — faced for the first time 


corps in Peking on live televi- 
sion. But the answers and elab- 
orations of these new leaders 
" had the familiar ring of old 
policies. Even the language 


men affair was lifted from Deng Xiaoping’s 


P - hardin peech on 9 June. That set the tone 


of the two-hour performance which did not 
depart from previous policy statements 
since June. 

Along with old policies, old leaders are 
likely to persist for some time. Jiang played 
down recgnt suggestions that Deng may 
: step down soon fs chairman of the Central 
sion (CMC). There have 





published speech by Deng to the politburo 


: o | standing committee on 16. June which de- 
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Jiang reiterates Deng’s political orthodoxy 


AFFAIRS 












scribed Jiang as the third generation’s “new 
leadership core,” that Jiang himself might 
take Deng’s place as CMC chairman. 

But Jiang said the decision as to when 
Deng will retire and who shall replace him 
would be determined by the party and the 
National People's Congress. He praised 
Deng as a seasoned member of the “older 
generation of proletarian revolutionaries” 
who has been “the main architect of our 
policies of economic development, reform 
and opening to the outside world for the 
past 10 years.” 


Regarding the present status of ousted. 


party chief Zhao Ziyang, Jiang neither 
suggested nor ruled out the possibility that 
the former party leader may be subject to 
criminal trial, but simply quoted the com- 
muniqué of the central committee’s 4th 
plenum regarding Zhao's mistakes of "split- 
ting the party and supporting the distur- 
bances” and the finding that Zhao’s case will 
be further investigated. 

But Jiang added that the former general 
iain living conditions remain unaf- 


M And. po mp 


next. Successor !... 





fected. "Since he has greater seniority in the 
party than I do, his living conditions are bet- 
ter than mine,” Jiang said, and added in 
English, “not only salary.” 

No date has yet been set for the next cen- 
tral committee plenum, according to Jiang. 
Earlier reports had suggested the meeting 






was likely to take place in October. Jiang said 
the main work of the plenum wquld involve 
plans for economic construction 4nd the two 
to three year economic retrenchment pro- 
gramme. 

While the leaders again insisted that 
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China's policies of reforms and o 
would continue, ominously both [ee and 
economic czar Yao Yilin referred to the need 
to sum up experiences over the past few 
years “to determine whether specific mea- 
sures square with the principles and policies 
adopted since the [1978] 3rd plenum." This 
formulation suggests that even some well- 
established reform policies may be curtailed 
at the next plenum. 

A week earlier, standing committee 
member Li Ruihuan told representatives of 
three leftwing Hongkong Chinese news- 
papers: "We must rely on real actions and 
not just propaganda to dispel people's mis- 
givings on the question of whether reform 
and opening will be continued." 

Li's remarks appeared aimed at assuag- 
ing the three communist-controlled Hong- 
kong newspapers, which had broken with 
Peking in supporting the April-May demon- 
strations in Peking and strongly condemned 
the violent suppression of the demonstra- 
tions on 4 June. Li had also stressed that the 
party must not use the same "dogmatic, 

| rgid methods that had been 
used in the past to criticise 
bourgeois liberalisation" and 
warned against repeating the 
error of "over-correcting mis- 
takes" that had occurred in pre- 
vious political movements. 


Nw utat the press confer- 
p ' ence, Li made no 
| || reference to his earlier 


remarks and restricted 
his own comments to an ex- 
planation of the current cam- 
| paign against pornography. 
.. Jiang frequently ‘reiterated 
the regime’s version of the 
Tiananmen dem®nstrations 
and returned to this theme in 
his closing remarks denying 
any deter of opinion on this point - 
among the leadership. “I can say definitely 
and scientifically that this was a counter- 
revolutionary rebellion," he said, and then 
added in English for emphasis; "That's re- 
bellion.” | 

None of the party leaders had really been. A 
pressed on this question during the press _ 
conference. The reason for Jiang’s repeated _ 
stressing of this point is that it is the most 
crucial and also the weakest element in the: 
government's explanation of its actions on 4 
June. The political future of every member: 
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of the party's top leadership is inextricably 
wedded to this thesis, in particular Premier 
li Peng, President Yang Shangkun and 
Jiang. 

Without the "counter-revolutionary re- 
bellion" finding, the justification for the use 
of lethal force to suppress the demonstra- 
tions dissolves, and there is no basis for 
classifying participants and leaders as 
counter-revolutionary criminals. Nor is 
there a case against Zhao, whose mistakes of 
"splitting the party" centre on his rejection 
of the original determination that the stu- 
dent demonstrations as a "planned and or- 
ganised anti-party and anti-socialist distur- 
bance" — a determination made by the 
other members of the politburo standing 
committee in late April while Zhao was 
abroad. 

The problem i is that the demands by the 
protesters focused on political dialogue, 
fighting corruption, and gaining legal recog- 
nition of the autonomous workers and stu- 
dents organisations which were formed in 
the course of the protests. 

More than anything else, the leader- 
ship's case for a counter-revolutionary rebel- 
lion has been undermined by the electrify- 
ing political changes taking place this sum- 
mer in Eastern Europe and the Soviet 
Union. In Poland, an independent political 
party with origins not dissimilar to the ban- 
ned Chinese Autonomous Workers Union 
has formed a new government. In the Soviet 
Union, a legislative working group has 
drafted a new law that would legalise multi- 
ple political parties. Soviet Foreign Minister 
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Yang andi. 


Eduard Shevardnadze has also reportedly 
-A assured US Secretary of State James Baker 
^. that the Soviet leadership "specifically re- 
^ jects the use of force" in dealing with its own 
-. internal unrest. 
These are precisely the kind of 
=. "bourgeois" political reforms which it has 
become a counter-revolutionary crime to ad- 
vocate in China. All this leaves China's lead- 
ers suddenly isolated not only from the 
"West but also from the East bloc, and their 
rationalisations for 4 June increasingly 
ishaky. 
This makes them ever more mindful of 
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the haunting 1978 precedent for reversing 
counter-revolutionary verdicts. The Tianan- 
men demonstration on 5 April 1976 was also 
condemned by Hua Guofeng's short-lived 
successor regime as a counter-revolutionary 
movement and used as a pretext to strip 
Deng of all his party and government posts, 
much as happened to Zhao this year. The 
reversal of that finding two years later 
played a central role in Deng's political vic- 
tory over Hua and his leftist supporters at 
the early 1978 party plenum. 

The parallel of 1976 is something China's 
leaders would like to erase. "Any attempt to 
reverse the verdict on the April-June turmoil 
and counter-revolutionary rebellion will 
never succeed," State Council spokesman 
Yuan Mu wrote in the People's Daily earlier 
this month. "This issue is completely 


different from the 1976 April 5th Move- — 
ment." 
The difference, according to Yuan, is that _ 
the 1976 movement was directed against 
leftists and supported Deng’s correct line, . 
while the demonstrations this year were di- 
rected against the communist party and the. 
people's government, and advocated es; 
tablishing an "anti-communist and anti- 
socialist bourgeois republic entirely depen- 
dent on Western superpowers." | 
To the people throughout China, includ- 
ing many party members, who participated — 
in or witnessed the demonstrations in Pe- 





king and other cities earlier this year, Yuan's - B. 


distinctions must appear far-fetched. To 
China's current leaders, the continuing tide 
of political change in the rest of the socialist 
world is a spectre of ruin. " 
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libel action brought by Prime Minister 

Lee Kuan Yew against the REVIEW 

opened in the Singapore High Court 
on 25 September, with Lee claiming dam- 
ages for defamation allegedly contained in 
an article entitled "New light on detentions: 
Catholic priest answers Home Minister 
Jayakumar's allegations" in the REVIEW of 17 
December 1987. 

Lee is suing the magazine's publishers, 
Review Publishing, the editor at the time, 
Derek Davies (now editor-in-chief), the arti- 
cle's writer Michael Malik, and the Singapo- 
rean company which then printed part of 
the REVIEW's circulation, Times Printers. 

The article quoted statements by Edgar 
D'Souza, a former Roman Catholic priest 
and editor of the Catholic News in Singapore, 
made from Melbourne where he had gone 
shortly after the arrest on 21 May 1987 under 
Singapore's Internal Security Act (ISA) of 16 
young professionals, four of whom worked 
full-time and six part-time for the Catholic 

The statements were allegedly made 
partly in rebuttal of an attack in the Singa- 
pore parliament on D'Souza by Home and 
Law Minister S. Jayakumar who accused 
him of taking part in a campaign to discredit 
the government, instigating foreigners to in- 
terfere in Singapore's internal affairs and of 
carrying or, an "illicit" relationship with a 


. woman. D'/fouza's statements also made al- 


legations about the arrest of the detainees 
and about events leading up to a press con- 
ference at which the Catholic Archbishop 
Gregory Yong, flanked by Lee and 
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Jayakumar, stated he was satisfied the ar- 
rests were not directed against the church. 

Lee's objections to the REVIEW's report 
of D'Souza's statements can be summarised 
as follows: it implied that the prime minister 
had threatened to use the powers of the ISA 
against priests because he wanted to attack 
the Catholic church; that he was intolerant 
of the church and of religion; that he wished 
to victimise Catholics; that he had tricked 
the archbishop into a surprise press confer- 
ence; that in a sinister way it had suggested 
he sought to influence the media; that it de- 
liberately and maliciously set out to deni- 
grate the prime minister and that it had 
exacerbated these libels by repeating the of- 
fensive reports and insinuations in the 
REVIEW's correspondence columns and else- 
where. 

Lee is claiming that these alleged libels 
must be seen against a background of Singa- 
pore as a multi-racial, multi-religious society 
in which he, like the British authorities be- 
fore him, insisted that churches should keep - 
out of politics because a difference of religi- 
ous views could be converted into political 
disputes and possibly racial conflicts. Lee's 
lawyer, John Previte, alluded to the history 
of the ruling People's Action Partv which he 
daimed had been “infiltrated and pene- 


trated by communists,” necessitating the - E 


government guarding against such tech- 
niques being used to subvert innocent re- 
ligious or civic organisatiogs. © — 

Previte also referred to 
tion that “the foreign press should not be- 
come involved in Singapore's domestic goli- 
tics." It should report events without taking 
sides or appearing to take sides — especially 


E: s 


's determina- E 


* had told the po 


when this might create tension and social 
` unrest. 


Asserting that Lee had always enjoyed 


: excellent relations with the Catholic church, 
. Previte conceded that in the years up to 
- 1987, Lee had warned the archbishop that 
- some Catholic priests were involved in poli- 
fics and that Catholic publications were 
. being used as platforms for criticising and 
Opposing government policies. 


Previte read through selected extracts of 


-notes of meetings between government offi- 


cials and the archbishop which had been 


- made by the Internal Security Department 
. (ISD). At one such meeting, on 9 July 1986, 


with the permanent head of the Ministry of 


.. Home Affairs, Brig.-Gen. Tan Chin Tiong, 
<> the archbishop was given a long list of social 
— -. issues (from poverty to the status of Filipino 


maids) in which Catholic publications and 
organisations should not comment or in- 
volve themselves. 


he Catholic News was censured for 

criticising rises in public transport 

fares and changes in education po- 

licy, and the church's Justice and Peace 

Commission was threatened with having to 

register under the Societies Act — which 

would give the government powers to regu- 

late it — if it continued to be "critical of gov- 

emment policies towards the poor, the dis- 
abled, youths and others." 

During this meeting, however, there was 

no allusion to Marxism, either in the re- 


marks made to the archbishop or in the isp _ 


descriptions of activist priests and social 
workers. These included Vincent Cheng. 
(Cheng has been detained since May 1987 
and recently, in his habeas corpus applica- 
tion, repudiated his confession of being the 
mastermind of a Marxist network claiming 
that it was made after ill-treatment.) 

Previte also read extracts from ISD notes 
of meetings between the archbishop and 
senior government officials which took 
place after the arrest of the'detainees. The 
last such encounter was that between the 
prime minister, Jayakumar, Tan, and ISD Di- 
rector Tjong Yik Min on the one hand and 
the archbishop, priests and laity on the 
other, on 2 June 1987. 

The prime minister was noted as saying 
in this meeting that "he was not interested 
in Vincent Cheng and his group, but he had 
to deal with them in a way that would make 
it less likely for others to follow in their 
wake. He was however more concerned 
about the involvement of several priests" 
(about which the archbishop had been 
warned the previous year, the four named 
including D'Souza). Lee said that he teok 
the matter so seriously that when the pope 
had visited Singapore in November 1986 he 
f that "the church was a 
source of mh for Singapore but there 
wege now problems coming from the 
church" about which the archbishop 
knew. 


o 46 


Lee said, according to the ISD notes, that 
“the government was dealing with a new 
phenomenon — do-gooders, who wanted 
to help the poor and dispossessed, getting 
perverted along the way to Marxism and 
who given sufficient time would eventually 
become like the communists in the Philip- 
pines.” Lee added, the notes said, that “the 
problem was not going to be over even if the 
four priests were disgraced or defrocked be- 
cause of the continuing, influence from the 
Philippines.” 

According to Lee's counsel; Lee left this 
meeting to talk to the Vatican envoy Fr 
Giovanni D'Aniello who had arrived from 
his mission in Bangkok. He then returned. 
A further meeting was then held between 
Lee, the archbishop and D'Aniello. At some 
time Lee was informed that Agence France 
Press had reported erroneously that the 
meeting with the archbishop was taking 
place at Lee's request (whereas a church 
layman had suggested it). In view of this, 
Lee wanted the archbishop to give the press 
"the correct picture." Yong was told at least 
four times that journalists were waiting at 
the Istana on "standby" and that there was 
to be a joint press conference with Lee after 
the meeting. — 

The prime minister claims that the 








REVEW’s s account of D'Souza' s m" of this 
meeting and of the subsequent encounter 
between the archbishop and his priests was 
inaccurate and damaging. Lee adds that he 
had no choice but to take legal action be- 
cause the REVIEW failed to withdraw its alle- 


gations and by the terms of its defence 


would "re-open old wounds." 

Previte added: "Because the defendants - 
have the backing of Dow Jones, one of the 
biggest and wealthiest of newspaper corpo- 
rations in the US, they can afford to take a 
hard, unyielding line and proceed with this 
case regardless of the costs in money." 

At the time this article went to press, Lee 
had not finished his own evidence in chief. 
The case is expected to last for two more 
weeks, with the REVIEW defended by lawyer 
Geoffrey Robertson. The REVIEW had nomi- 
nated Hongkong-based staff correspondent 
N. Balakrishnan, who specialises in Singa- 
pore affairs, to cover the case, but his visa 
application to enter Singapore (where he 
had worked for many years before joining 
the REVIEW) was turned down on 19 Sep- 
tember with no reason given. However, 
after Robertson had drawn the court's atten- 
tion to this, editorial manager Mary Lee, a 
Singaporean, was allowed to sit in the body 
of the court. a 
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. Phnom Penh as Vietnam declared 

that it had withdrawn the last of its re- 

maining 26,000 troops from Cambodia on 26 

September, ending nearly 11 years of mili- 
tary involvement here. 

Khmer Rouge guerillas fighting the Viet- 
namese-backed government are already re- 
ported to be infiltrating areas from which the 
Vietnamese have withdrawn, prompting 
fears among many Cambodians that in- 
creased fighting could erupt. During their 
just over three years of rule in the late 1970s, 
the Khmer Rouge are believed. to have 
caused the deaths of about 25% of the coun- 
try’s population. 

Soviet bloc diplomats and Western aid 
workers say security has deteriorated in the 
provinces around the capital since July, just 
prior to the. international conference on 
Cambodia in Paris. "During ghe past 10 
years, the resistance factio 
mostly along the border,” an Edet bloc dip- 
lomat said. "Now you hear of more attacks 
around Phnom Penh." 

Another foreign observer said the Khmer 
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operated | 


r ng it alone 


Rouge were "testing the water" in areas 
from which Vietnamese troops were with- 
drawn in recent weeks in preparation for the 
final pull-out. Khieu Kanharith, editor of a 
semi-official newspaper in Phnom Penh, 
said that 1,000 new Khmer Rouge guerillas - 
had infiltrated the border area between 
Kompong Thom and Kompong, Cham pro- 
vinces, north of the capital, since the begin- 
ning of the year. Ta Mok, the most feared _ 
Khmer Rouge commander, had moved 
1,500 of his best troops into the Western pro- 
vinces of Pursat and Komponf Speu, an 
East European diplomat said. 

During the night of 5 September, a group 
of 100-200 Khmer Rouge fighters attacked - 
the village of Am Lang, about 50 km west of — 
the capital, according to Yim Sokhan, the - 
deputy governor of Kompong Speu. He - 
said the attackers killed the village chief, . 
burned down the village administrative of- 
fice and stole chickens and pigs from the vil 
lagers before being driven out by govern 


guerillas and two of Phnom Penh's troop 
were killed in the fighting, he said. 

“In this attack, the Khmer Rouge pro 
for the first time that they could penetra 
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the red ring around Phnom Penh," the East 
European diplomat said, referring to the 40- 
km defence ring around the capital. 

The governor of Kompong Speu has 
stopped foreign assistance projects in five 
out of eight districts because the Khmer 
Rouge are operating in these areas even dur- 
ing the day. Recent visitors to Kompong 
Cham city, northwest of Phnom Penh, have 
been accompanied by soldiers even in the 
provincial capital, where several months 
ago they could move about on their own. 

Since May, some of the heaviest fighting 
of the war in Cambodia has erupted around 
Pailin, a gem-mining area in western Cam- 
bodia near the border with Thailand. The 
Khmer Rouge have captured some of the 
hills around the town of Pailin and are firing 
up to 200 artillery and mortar rounds a day 
into the area, said Kanharith, who visited 
the area just before the Vietnamese with- 
drawal. He said both the Khmer Rouge and 
the Phnom Penh army have thrown their 
best units into the battle. 

Pailin itself was destroyed nearly 20 years 
ago when the Khmer Rouge were fighting 
the US-backed Lon Nol regime, but it re- 
mains of strategic importance to both sides 
because of its precious stones and because it 
stradles a major infiltration route from 
guerilla sanctuaries along the Thai border. 
Phnom Penh's army has set up a military in- 
stallation in the ruins of the town. 

Despite the heavy Khmer Rouge shell- 
ing, military officials insist they will not 
abandon the area. "If [the Khmer Rouge] get 
Pailin, it is not only a gain for their military 
strategy but also a gain for their economy," 
Maj.-Gen. Ke Kim Yan, commander of 
Phnom Penh's army, told journalists. "So 
because of this strategy, we will not aban- 
don Pailin," he said. 


he commander said he expected the 

Khmer Rouge to step up their attacks 

inside the country after the Vietnam- 
ese pull-out, but he was confident his army 
would be able to withstand an offensive. 
"After the Vietnamese withdrawal, the 
enemy will try their best to capture terri- 
tory," he said. "They will try to occupy a lib- 
erated zone, but they just won't be able to 
occupy any territory." 

But mahy people in the capital are less 
confident that the Phnom Penh army will be 
able to withstand stepped-up Khmer Rouge 
attacks. “After 10 years, Cambodians 
should be able to protect themselves,” a 
market shopkeeper said, “but I worry that 
. after the Vietnamese withdraw, our troops 
= Will not be strong enough, and the Khmer 
~ Rouge will come back a second time." 

: The shopkeepers uncertainty seems 
- widespread in Phnom Penh. Wealthy Cam- 
< bodians are buying gold, stocking extra 
> supplies of rice and investing in cars. “When 
.. you believe in the future, a car can be a big 
<- investment,” observed an East bloc dip- 
~~ lomat, "but you can also put your family in a 
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car and, in four hours, you'll be in Viet- 
nam." Some ethnic Chinese traders are 
sending their money out of the country, 
while several thousand ethnic Vietnamese 
fishermen and urban merchants have al- 
ready returned to Vietnam to wait and see 
what happens. 

Despite the feeling of unease, Phnom 
Penh has witnessed a dramatic increase in 
economic activity since reforms were intro- 
duced earlier this year that granted more 
freedom to private enterprise and allowed 
private ownership of land and houses. 
Many new shops are opening, the market is 
bursting with imported consumer goods 
and people are busy fixing up their houses. 

But the new wealth and economic free- 
dom in the capital is also breeding corrup- 
tion and growing resentment — particularly 
among poor peasants in the countryside — 
which could jeopardise support for the 
Phnom Penh government in its fight against 
the Khmer Rouge. 

"Corruption is getting worse, almost like 
in the last years of [Prince Norodom] 
Sihanouk's rule," said a Soviet bloc dip- 
lomat, referring to the Cambodian ruler 
overthrown in a coup in 1970 who now 
leads a non-communist resistance group 
fighting the Phnom Penh MEM 


Hun Sen: the last goodb yo? 


"Those who can't participate in corruption 
— particularly the peasants — could begin 
to oppose the government. This could push 
some recruits into the arms of the Khmer 
Rouge." 

Some rural government officials are also 
worried that the growing gap between the 
capital and the impoverished countryside 
could be exploited by the Khmer Rouge, 
who used peasant resentment against 
Phnom P@nh to gain support in the early 
1970s. "Péople who live in the city don't 
know how difficult the situation is," Kom- 
pong Speu deputy governor Sokhan said. 
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Resentment is also growing against the 
forced recruitment of young men — some . 
only 15 years old — into the army. Phnom ` 
Penh residents say that in recent weeks | 
armed soldiers and militiamen have fre- 
quently gone into theatres and forced young i 
men to board trucks headed for military — 
training camps. "Young people are afraid to. 
hang out in parks and go to the cinema,’ said” 
an aid worker, “but for Riel 10,000 ied D 
you can escape." y 





Rodney Tasker writes from nsus 
Thailand: The only diplomatic initiative over 
Cambodia, after August's failed conference 
in Paris, has been taken by Thai Prime 


Minister Chatichai Choonhavan, who has — 
held separate meetings with Sihanouksson > 


Prince Norodom Ranariddh and former pre- 
mier Son Sann (representing the two non- 


communist resistance factions) and Hun | bee 


Sen. Chatichai’s proposal for a ceasefire 
failed because the resistance felt it would 
benefit the Phnom Penh regime. But his ad- 
visers travelled to Peking and managed to 
gain Sihanouk's acceptance of further talks 
among the Khmer factions — provided they 
were along the international lines of the 
Paris conference, or the earlier informal 
meetings in Jakarta. 

Sihanouk’s response seemed a face-sav- 
ing exercise for Chatichai. The Phnom Penh 
regime and the resistance were preparing to 
test each other more on the battlefield than 
at a negotiating table. Chinese Ambassador 
to Bangkok Li Shichun told a Thai news- 
paper that he did not think that yet another 
meeting of the four Cambodian factions 
would achieve much. 

The battle for Pailin is the first test of 
arms. The Khmer Rouge have been trying to 
take the town since April, and Phnom Penh 
have reportedly thrown in some its best 
troops to defend it. Vice-Admiral Manas 
Pinbulkul, deputy commander of the Thai 
marines who garrison Thailand's southeast- 
em Chantabuti and Tra pravinces border- 
ing the area, told the REVIEW he doubted the 
Khmer Rouge could take Pailin. 

. Manas said the Phnom Penh troops were 
well-bunkered down in the town, which has 
long been a military area with few civilians 
remaining. But at the same time he ques- 
tioned the morale of the town's defenders — 
pointing to the fact that 119 Phnom Penh 
troops had just defected to Thailand when 
they found their escape route to Battambang 
cut off by Khmer Rouge troops after a battle ` 
on 16 September. In Bangkok, a military 
spokesman strongly denjed reports that 


Thai artillery was helping the Khmer Rouge à E 


aseault on Pailin. 


While Khmer resistance leaders privately _ 5 


admit that the Vietnamese militasy presence 
has been lifted from th} , their - 
fighters are still told that 


leaders feel their guerillas will not be suffi- 


ciently motivated to regain their country. = e 
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ey have to battle —— 
the Vietnamese. Without this factor, the 
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Americans killed as 

Quayle arrives in Manila 

- P Six suspected communist gunmen 

e ambushed and killed two American civilian 
*contractors in President Corazon Aquino's 
home province of Tarlac as US Vice- 
President Dan Quayle arrived in Manila on 
26September to formally request the 
beginning of preliminary talks over the 

" future of US bases in the Philippines. The 


. twomen died in a hail of machine-gun fire 


.. after their vehicle was forced to a stop near 
the Camp O'Donnell communications 
facility north of Clark airbase. The US has 
asked for talks to get underway by 
- December and negotiators will have until 
. September 1990 to resolve the bases issue — 
one year before the agreement expires. 


China warns France over 
support for dissidents 

b) China has accused the French 
Government of "serious encroachment on 
China's sovereignty and gross interference 
in its internal affairs" for allowing dissident 
exiles to hold the founding congress of their 
Federation for Democracy in China in Paris. 
French Ambassador Charles Malo was told 
by a Chinese Foreign Ministry official on 25 
September that his government must 
prevent further federation activities on its 
territory or assume full responsibility for 
any subsequent damage to Sino-French 
relations. 


Indian opposition stages 
another mass protest 

> After a widely observed national strike 
on 30 August, the coalition of opposition 
parties ranged against Indian Prime 
Minister sary Gandhi's Congress 
government made another show of 


E strength at a 25 September birthday 


celebration for the chief minister of 
neighbouring Haryana state, 75-year-old 
Devi Lal. About 300-400,000 farmers were 
bused into New Delhi for the event, 
disrupting business in the capital. 


Asean lobbies against 

Hanoi in run-up to UN vote 

> A lobbying campaign to discredit 
Vietnam's Cambodia troop withdrawal 

. claim has been launched by the six Asean 

~, foreign ministers attending the current UN 
. General Assembly session. Asean is 

- battling to maintai the balloting line on the 
- litt annugl C resolution, to be 
voted on in early November. In a letter to 

. UN gelegations, Vietnam's Foreign 
Minister Nguyen Co Thach asserted that as 
. of 27 September, “not a single Vietnamese 
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armyman” remained in Cambodia. Asean 
contends that Hanoi has not complied with 
previous resolutions calling for a 
“comprehensive political settlement” 

and troop withdrawal “under effective 
international supervision,” preferably the 
UN's. Hanoi rejects any UN role. 


Seoul allows North Koreans 

to take part in papal visit — 

> Ina ground-breaking decision, the 
South Korean Government has agreed to 
allow some 20 North Korean Roman 
Catholics to participate in the 44th 
International Eucharist Congress (IEC) being 
held in Seoul during 4-8 October. The 
decision follows an official request from 
Cardinal Stephen Souhwan Kim, the 
primate of the South Korean church, to 
invite North Korean church members for 
IEC rites led by Pope John Paul II. The | 
invitation to North Korea will be extended 
through the Vatican. 


Social indicators 


Seoul court releases 
dissident journalist 

P Lee Young Hee, a dissident journalist 
in Seoul detained since April under the 
National Security Law for planning a 
news reporting trip to North Korea 
without government authorisation, has 
been released by the Seoul district 

court. Lee faced charges of trying to meet 
officials of North Korean Government 
including President Kim Il Sung, whom 


the National Security Law describes as 





“leaders of [an] anti-state organisation." 
The court verdict said that Lee's detention 
was being lifted in view of his agd — he 

is in his 60s — and in response to petitions 
from leaders of various sectors of the 
community. 
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Taiwan allows entry 
to China dissidents 
> Taiwan rushed 
through immigration 
guidelines for exiled 
Chinese democracy 
activists just in time 
to save mainland 
swimming champion 
Yang Yang from 
being sent back to 
China following the 
expiry of his 
Hongkong visa. Under the new rules, 
mainland refugees can come to Taiwan — 
without any accompanying family members 
— only if they can prove that they are 
blacklisted back in China and under threat 
of imminent deportation from their host 
countries. Mainland immigrants must also 
renounce communist party membership. 
The guidelines are meant to offer 
humanitarian relief while forestalling a tidal 
wave of immigration to the already 
overcrowded island. 





Yang. 


Thatcher urges Japan 

to invest in Hongkong 

> British Prime Minister Margaret 
Thatcher urged Japan to invest more in 
Hongkong to help restore confidence in the 
territory, during her trip to Tokyo on 19-23 
September. She said that the bloody 
suppression of pro-democracy 
demonstrators in Peking in June had an 
"unsettling effect" on Hongkong's future 
and dismissed the possibility that Britain 
would conclude new trade contacts or loan: 
with China in the next few months. 


Sabah's Koding sets up 

new political party 

> Former Sabah deputy chief minister 
Datuk Mark Koding resigned from the 
state's ruling Parti Bersatu Sabah (PBS) on 24 
September, providing the PBS' new rival its 
first opportunity for an electoral test. 
Koding leads the Angkatan Keadflan 
Rakyat (Akar), registered a mere 10 days 
earlier. However, the new party is in 


opposition only within the state; at national 


level, it intends to apply for membership in 
the National Front coalition government. 
Koding is the state assemblyman for Ranau 
and his resignation from the PBS means he 
automatically vacates the seat. The 
by-election, due within 90 days, promises to 
be a straight fight between Koding and a PBs 
candidate standing as proxy for Chief 
Minister Datuk Seri Joseph Pairin Kitingan. 
Pairin had sacked Koding from his - 





government post on 21 August for political 


activities detrimental to the PBS. 
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NO ONE OPENS THE DOOR TO AMERICA 
LIKE NORTHWEST. 


What does service mean to Northwest? It means giving you more choices 
and options. From 12 cities in Asia we can take you through 8 U.S. gateways 
and onward to over 200 cities across America. No other airline offers you 
this much choice. 

To the over 1,000,000 passengers that fly the Pacific with us each year, 
it means getting you where you want to go, when you want to go, as easily 
as possible. 
For reservations call Northwest Airlines or your travel agent. 
Who takes you right to America's doorstep? Northwest Airlines. 
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Your Machine 
‘Has Already Arrived 





In Hong Kong. 








Your machine has arrived on schedule in 
the port. It was loaded aboard a modern 
Hapag-Lloyd container ship. Now it has 
arrived in perfect condition due to our 
first class service. In addition to contain- 
ers, we can transport uncontainerisable 
cargo of any dimension. We are, there- 
fore, able to* meet the transportation 
requirements which no other mode of 
transport can provide. Naturally, “we 
have at your disposal any special con- 
tainer you mayfrequire. Our experts are 
available to advise you personally on 
your transportation needs. 
* 


Overseas transport with Hapag-Lloyd 
means a wealth of experience. We serve 
140 ports with 17 services offering you 
direct, punctual and reliable sailings 
according to schedule. We offer you 17 
different container types — for every kind 
of cargo. We deliver your container wher- 
ever you require it — virtually worldwide. 
With over 500 freight offices, agents and 
sales offices you will be able to contact a 
Hapag-Lloyd office locally and when 
necessary we are available for you 24 
hours a day. You can nee enjoy 
worldwide business success. 
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«€ Hapag-Lloyd 


The Symbol Of Reliability 








BURMA 


The military regime builds up its army 


Consolidating power 


""————— — «P ———H— DEO 


n order to consolidate its power, 

| Burma's military government is increas- 

ing the strength of the army, buying 

more munitions from abroad and further ex- 

panding the influence of its intelligence net- 

work to detect possible dissenters among 
the army's rank and file. 

When the ruling State Law and Order 
Restoration Council (SLORC) seized power 
on 18 September 1988, it promised to meet 
some of the demands of the 1988 student- 
led democracy movement — among them 
to free the economy and hold general elec- 
tions by May 1990. The chances the govern- 


ment will honour its word now seem re- 


mote, as Burma faces increasing repression 
and even greater military influence. 

An estimated 10,000 troops are stationed 
in Rangoon, with perhaps the same number 
positioned within striking distance of the 
capital, intelligence sources say. Most of the 


newly raised lith Light Infantry Division _ 
(LID) is deployed along the road to Hlegu, 


just north of the city. 

The 11th Lip is reinforced by at least six 
battalions from the 22nd LID and four from 
the 55th Lip, apart from units of Rangoon's 
divisional command as well as the navy and 


air force. Troop rotations usually take place - 
at night, after the 10 p.m. curfew, and the re- © 


cently established 4th Signal Regiment is in 
charge of communication between the va- 
rious units. 


Rangoon has become a city under mili- 


tary occupation, and security is reported to 
be tight — especially along University Ave., 
where Aung San Suu Kyi, general secretary 
. of the National League for Democracy 
< (NLD), the main opposition party, has been 
= under house arrest since 20 July. 
. Analysts contend the military is digging 


















the promised elections are little more than 
of a package of cosmetic changes, 
| aimed at placating various donor countries 
which cut off aid following the bloody sup- 

pression of the democracy movement in 
September last year. This claim is supported 
oy the fact that the continuing crackdown on 
ipolitical opponents has followed three care- 
lly executed steps. 

First, in the wake of renewed street 
emonstrations in March, hundreds of ac- 
vists were arrested. Most of them were 
assroots organisers from the NLD in such 
ovincial towns as Pakokku, Taunggyi, 


June, a new printing law was promul- 
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by the 


“in fora permanent hold on power and that 


gated, aimed at preventing the opposi- 
tion from issuing "unauthorised publica- 
tions." 

In late June, Aung San Suu Kyi, respond- 
ing to these moves, became increasingly 
outspoken in her criticism of the regime. She 
openly attacked Ne Win, Burma's "retired" 
strongman who is believed still to be wield- 
ing power from behind the scenes. 

Then came a second wave of arrests, dur- 
ing which some important opposition lead- 
ers were detained — among them Aung 
Lwin and Win Tin from the NLD's central 
executive committee. In late July, came the 
massive movement of troops into Rangoon, 
widespread detentions and the placement 
of Aung San Suu Kyi and NLD chairman Tin 
U under house arrest. 

The lid was sealed on 31 August when 
the SLORC silenced the hitherto outspoken 
Bar Council. It is now headed by the mili- 
tary-appointed attorney general and other 
government officials, 

"Today, the country in effect is ruled 
irectorate of the Defence Services 








Soldiers on patrol: recruitment. 


Intelligence [DDsi], led by the SLORC’s 
first secretary, Brig.-Gen. Khin Nyunt, 
and he takes orders only from Ne Win him- 
self,” a Rangoon-based source said. "The 
hardliners have reasserted their grip on 
power.” 

In order fo maintain its grip, the hardlin- 
ers have stifingthened the army — up from 
185,000 offiters and men a year ago to nearly 
200,000 today. Recruitment has been carried 
out mainly in impoverished villages, where 
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young men have little chance of obtaining E. 


other regular employment. 


Officially, the minimum age for joining. * 


the army is 18, but some of the new recruits 
are as young as 15 and 16. In an interview, 

Ne Lin, a 17-year-old soldier from the 55th 
LID, said he was given Kyats 350 (US$52) on 
joining the army a year ago. When he was 
sent to the Thai border to fight ethnic 
Karenni rebels, he got Kyats 550 a month, a 
substantial sum for a village boy. 

To equip new units and to replenish old 
stocks, the SLORC has procured vast quan- 
tities of munitions from abroad with hard 
currency earned from the sale of teak, pre- 
cious stones and fish to various foreign 
countries. Traditional sources of arms — in- 
cluding the US, Britain and West Germany 
— have been cut off since the imposition of 
an unofficial trade embargo a year ago by the 
world's democratic community, following 
the military crackdown on dissent. 

Singapore was one of the first countries 
to come to the rescue of the beleaguered 
SLORC. Munitions from Singapore first ar- 
rived in Rangoon on 6 October 1988. The 
ships carrying the arms were identified as 
the Pyi Daw Aye and the Myoma Ywa of 
the state-owned Five Star Shipping Line. 
Another arms consignment arrived on 30 
August aboard the Htone Ywa. The cargo 
arrived in Singapore on the Singapore Sena- 
tor from Antwerp, Belgium, and on the Zim 
Osaka from Eilat, Israel, and was then trans- 
shipped to Rangoon. 

Burmese shipping sources say the latest 
shipment was arranged by SKS Marketing 
Ltd, a Singapore-based company which on 
18 August formed a joint venture with the 


. Burmese Government — officially for mar- 
keting "electrical goods, stationery and 


printing and photographic goods." The 
sources said Burma’s Minister of Trade and 
Finance, Col. David Abel, who is a former 
director of procurement, visited Singapore 
in early August. During the same trip, Abel 
also stopped over in Bangkok, where he met 


a representative from another néw supplier 


of arms for Burma, the state-run Pakistani 


ordnance factories. 


The faltering economy is further tarnish- 
ing the military regime’s already dark image 
as prices of most basic consumer goods con- 
tinue to skyrocket and as inflation reaches 
an annual rate of 50%. The black-market rate 
for the US dollar has increased to Kyats 65- 
75, up from 40-45 a few months ago. This is 
10 times the official rate. "Most families just 

can't make ends meet anymore," a Burmese 
source said. 

The government has warned traders of 
basic foodstuffs “not to manipulate prices.” 
Some merchants have even been arrested, 
though this appears to have had no effect 
other than to further exa te the econornic 
crisis. "The military doesn't understand 
how a free economy works. The more trgd- 
ers they intimidate and arrest, the higher the 
prices become," a Burmese source said. & 
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VIETNAM 


Party reformists attac k the conservatwe leadership 


he shrill campaign against political 
T pluralism and bourgeois liberalism 


launched in August by the Com- 
munist Party of Vietnam has generally been 
interpreted as a knee-jerk reaction by 
hardliners to events in China and Poland. 
But recent interviews in Hanoi and Ho 
Chi Minh City and a study of documents 
_ clandestinely circulated by party critics in 
Vietnam suggest the conservative backlash 
to be a response to internal challenge and 
manoeuvring for power in the run-up 
to the seventh party congress, due in 1991 
but perhaps to be moved up to next year. 
The conflict between conservatives and 
reformers in Vietnam is well known. But a 
copy of a letter sent by more than 100 vete- 
ran revolutionaries to the party central com- 
mittee and to the national assembly, and a 


secret publication of party critics obtained by 


the REVIEW, provide evidence of a 
strong intra-party struggle. 

The emergence of a strong oppo- 
sition within the party as suggested 
by the documents — rather than 
non-party liberal critics — also helps 
to explain the paranoid reaction of 
the leadership towards openness 
and an insistence on total party con- 
trol. What the Vietnamese leaders 
fear is not a Chinese-style, student- 
led movement for democracy or a 
Polish-style, anti-party Solidarity 
trade union, but a challenge from 

party veterans angered and humi- 
liated by the disastrous state of the 
country's économy 

The backlash by the conservatives 
is also aimed at ensuring their con- 
tinued predominance over the refor- 
mers in the 1991 party congress. As 
the party's orthodox Marxists have been 
forced to accept some economic reforms in 
the past few years — including the abolition 
of some state subsidies and the tolerance of 
private enterprise — their fears of losing po- 
litical control have escalated. 

Stubborn opposition to and sabotage of 
reformist measures by such elements have 
been important factors in the failure of many 
reforms. Southern reformers like party Sec- 
retary-General Nguyen Van Linh and Dep- 


uty Premier Vo Kiet have failed to con- 
~ vert them to thir views or remove them 
from their entrenched positions. 


¢-inh’s effort to hold a national party con- 
ference — a larger body than the central 
committee but smaller than a party congress 
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Force for change 


— to remove what the reformers view 
as the party's deadwood was successfully 
thwarted by the conservatives, who were 
led by senior party "adviser" Le Duc Tho. 
Despite retirement, Tho remains the most 
powerful man in the party. 

Nevertheless, the conservatives are con- 
cerned about the drive by southern com- 
munists to make common cause with intel- 
lectuals and discontented army cadres in the 
north. Relative freedom of the press and 
wider contact with the West in recent years 
have helped such alliance-building, and 
these activities have thus become major tar- 
gets of attack by the conservative leadership. 

The guiding force behind the intra-party 
opposition has been the Club of Former Re- 
sistance Fighters, set up in Ho Chi Minh 
City two years ago. The club was founded 
under the patronage of such historic figures 
such as Gen. Tran Van Tra, former Saigon 
party committee secretary Tran Bach Dang 





Tho; Kiet: stubborn opposition. 


and former Ho Chi Minh City People’s com- 
mittee chairman Nguyen Ho. The club has 
set up branches in Ho Chi Minh City as well 
as in surrounding provinces. 

Interestingly, a communiqué of the cen- 
tral committee plenum on 23 August said a 
number of party cadres and members “have 
shown some deviations, which, if not cor- 
rected in time may lead to no small harm.” It 
urged members "to firmly oppose any ill-in- 
tentioned attack directed at the party's 
leadership and the state's management." 

A study of articles, published by the club 
in the clandestine publication ios of Re- 
sistance: Voices of the. Resistafice Fighters, 
shows that club members (overwhelmingly 
southern revolutionaries) are in deep dis- 
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agreement with Hanoi's policy of hasty 
reunification of the country. They also op- 
pose the northern conservatives' policy of 
pushing aside their former united-front al- 
lies in the south — a move in progress since 
1975 when the Vietnam War ended. 

Although its demands are never sys- 
tematically presented, the club is seeking: 
the removal of conservative, incompetent 
and self-seeking party mandarins; openness 
and democracy within the party and wider 
powers being given to the national assem- 
bly, and economic policies that would lead 
Vietnam to compete with Asia's four "dra- 
gons” — South Korea, Taiwan, Singapore 
and Hongkong. 

Despite its unassuming name, the club 
has emerged as the most serious political op- 
ponent of the party leadership by putting 
the prestige of its well-known and respected 
members behind its sharp criticism of party 
policy. In recent months, dub members 
from Ho Chi Minh City have travelled to the 
provinces in an effort to extend its branch 
network throughout Vietnam. 

One of the club's first overt political acts 
was to send a letter to the central committee 
and to the national assembly in June 1988 
urging them to hold a truly democratic elec- 
tion and choose a prime minister by secret 
ballot without pressure from the party. 

The letter was signed by more 
than 100 old revolutionaries, in- 
cluding: Nguyen Van Tran, former 
ambassador to the Soviet Union; 
Maj.-Gen. Phan Trong Tue, former 
minister of transport and communi- 
cation; Nguyen Khang, former am- 
bassador to China; Ha Huy Giap, 
former vice-minister of education; 
Gen. Tran Van Tra, and Gen. Nam 
Long. 

In an oblique criticism of Do 
Muoi, the party's candidate for prime 
minister, the letter urged the national 
assembly not to select people who 
are "conservative, slow, mandarinal, 
mechanical, say a lot but do little, say 
one thing and do another [and] who 
has committed serious errors which 
have had long-term disastrous con- 
sequences." The club's intervention 
was in vain, and Muoi was eis prime: 
minister. 

Despite this setback, the dub has con-: 
tinued to press for reform, renovation andi 
democracy through public meetings andi 
clandestine publications. The first issue off 
their publication Tradition of Resistance, 
criticising the party line, was published ir* 
September 1988 and was immediately con: 
fiscated. The second issue of the uec papel 
was printed secretly in a Mekong Delta. 
town early this year after the original print: 
ing plates were seized by the police from thes 
printers in Ho Chi Minh City. 

Articles in Tradition of Resistance harshi 
condemn the current party leadership fo 
their alleged incompetence, corruption ane 
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Profit after taxation l + 43% 
Earnings per aa + 41% 
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AFFAIRS. 


^c Stalinist mind-set and call for a drastic 


..- change in personnel and policies. “In other 
—' people's countries, if there is 7-10% infla- 
.'. tion, the prime minister must resign. In our 
=> country, they not only don't resign but 

. get promoted," the newspaper said. What 
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-makes these articles extraordinary is that 


they were written by veteran party mem- 
bers with impeccable revolutionary creden- 


<> tials and thus cannot be dismissed as 
reactionary. 


The articles repeatedly assert the writers’ 


* commitment to Marxism-Leninism and 
.. their support for the reformist programme 
= adopted during the sixth party congress in 


1986. What they demand is not political 


i | d pluralism, but openness, intra-party demo- 
. cracy and serious application of the reform 


programme. 

As the newspaper put it: "The [Socialist 
Republic of Vietnam] has the slogan inde- 
pendence freedom and happiness, but it 


| . will bea long time before we achieve social- 


-the world. That is a great disaster 


ism and we don't have real independence, 
freedom or happiness." 

In December 1988, Nguyen Ho said in a 
speech delivered in Ho Chi Minh City 
that "the American imperialists" could not 
achieve with massive amount of troops, 
bombs and money what has been achieved 
in the 13 years since victory. 

He said: "Vietnam hasn't advanced to 
socialism [rich and powerful, pros- 
perous and happy]. Vietnam is 
the poorest and most backward 
country in the world at present. 
The influence and prestige of the 
party and socialism has seriously 
declined among the people and in 


for the party and the people of Viet- 
nam." 


This failure is even more strik- 
ing, he said, because in the same 
period one has seen the emergence 
of the four "dragons" who are 
"strong, wealthy and happy." Ho 
said "the difficult thing to under- 
stand is why the people who have 
committed these serious errors, 
created. great disasters for the coun- 
try and the society, not only haven't 
been disciplined, punished, re- 
moved from their positions and prosecuted 
but have instead been selected for promo- 
tion." 


mong the various suggestions made 
by club members is that more power 
be given, to the national assembly 
which, Ho said, "must rigorously oversee 
and make decisions" and discipline or pro- 
secute whoever has committed errors and 
crimes. Hecalled gn the assembly to dismiss 
five ministers, fading the ministers of fi- 
nance and agriculture and the director of the 
ini s bank. 
fo even went beyond the ministers and 
pointed his finger at leaders at the highest 
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Muoi: ideological counter-argument. 


government level. The national assembly, 
he said, "shouldn't stop with these five 
ministers but must also examine the state 
council and the council of ministers." 
Another suggestion from club mem- 
bers was to follow the Soviet example and 
hold a national party conference. An article 
by club member Duong Van Dieu said a 
“gang” of privileged but obstructionist ele- 
ments are preventing the resolution of the 


"Even though it is delayed, this [national 
cadre] conference should resolutely be held 
. . . only the national conference has the 
prestige, insight and strength to resolve the 
cadre question . . . to begin a surgical opera- 
tion on the body of the party. Although it 
may be painful, after [the operation] the 
country will surmount its crisis, and the 
Vietnamese ship of state will quickly sail out 
of danger." | 

Vietnamese party sources told the 
REVIEW that an attempt by Linh to hold a na- 
tional conference to revamp the central com- 
mittee was defeated by the conservatives, 
headed by Tho who feared Linh would 
seek to pack the body with his support- 
ers. 
In another article by a club member iden- 
tified as a "cadre who was active from before 
the August 1945 revolution," the writer 
lashes out at the secrecy surrounding party 


meetings and decisions. He takes as an 
example the unexplained removal of Gen. 
Vo Nguyen Giap from the politburo and 
from the defence minister's post in 1982. 

The writer noted that Giap was not 
charged with any error. He pointed out that 
Giap received the highest number of ballots 
in the all-army party congress in 1982 and 
that there has been a campaign within the 
army to bring him back. Giap was founder 
of the Vietnam People's Army qnd architect 
of the battle of Dien Bien Phu, where French 
colonial forces were crushed in 1954. 

This club member wrote:""In order 
for democracy and openness to be truly 
realised, I think the example must be set by 
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the central committee . . . If this situation of 
suspicion and everybody understanding 
things in a different way continues, it will 
only create suspicion and a lack of confi- 
dence in the leadership and in the direction 
of the party. I believe the party should give 
an explanation — better late than never — 
which would prove that democracy and 
openness is more than a slogan." 

The writer cited the example of the Soviet 
Communist Party conference during which 
democracy and openness were realised for 
all the Soviet people and was broadcast over 
television to the world. He said: "In our 
Vietnam, I feel that our party congresses at 
each level and eventually up to the seventh 
party congress should be open like the 19th 
all-federation conference of the Soviet Com- 
munist Party." 


continuing theme of criticism of the 

A party leadership is the deep humilia- 

tion felt by the revolutionaries at the 

abject poverty of Vietnam while many of the 

country’s regional neighbours have pros- 
red 


Another article in Tradition of Resistance 
bemoans the plight of the peasants who are 
“demonstrating in many provinces, struggl- 
ing to oppose the new bullies who pressure 
them, steal their land and beat them, and 
who are facing serious famine . . . to say 
nothing of people dying of starvation 


At the same time, the article said: 
“four imposing dragons have ap- 
peared in Southeast Asia . 
Through its own economic strength, 
South Korea was able to successfully 
organise the Olympics because of 
their high level of development, 
technology, standard of living and 
organisational capacities. A starving 
country like ours couldn’t possibly 
hold an Olympics.” 

Muoi sought to counter this un- 
favourable comparison by ideological 
argument. Addressing the sixth con- 
gress of the Vietnamese Trade Union 
Federation on 19 October 1988, he 
said: "We shouldn't compare ourse 
lves to those four dragons, because i 
Vietnam becomes a dragon it wil 
have to lower the flag of MarismsLeninism." 

The Tradition of Resistance article ridiculec 
Muoi's claim that in order to become a dra 
gon, Vietnam would have to lower the flag 
of Marxism. “The communist party anc 
Marxism-Leninism are still there, but why i: 
it that Vietnam was unable to develop to the 
point that it has become 201 of 208 countrie: 
[one of the most poor and backward] in th« 
world? From this, people have gained th« 
impression that the flag of Marxism 
Leninism in Vietnam has been lowered anc 
that the Vietnamese Corgmunist Party ha: 
been obscured — not by any external pres 
sure but by what Vietnam has done to it 
self." i 
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AUSTRALIA 


State premier’s removal signals return to the past 


Barbie pols 


By Jacqueline Rees in Canberra 


Tq n a move that is seen as returning the 
[= Australian state of Queens- 

m_ land to the style of politics made famous 
by the disgraced former premier Sir Joh 
peres the ruling National deli 


Former police minister Russell Cooper re- 
placed Ahern in a political coup engineered 


.. by longtime party president Sir Robert 


Sparkes, who had been responsible for the 


: " . demise of Bjelke-Petersen in December 1987 
_. and Ahern's subsequent installation. 


Queensland is due to go to the polls in 
December, and Ahern had quite clearly lost 
his grip in the face of the exposure of corrup- 
tion spanning 32 years of National Party 
rule, coupled with the reluctance of some 

party elements to accept any responsibility 


a - for the distorted electoral system and grossly 


mismanaged institutions such as the police. 

Support for the Nationals had dropped 
from 40% to 17%. With 40% of the vote, the 

party had been able to govern in its own 
nght since 1986, under a state gerrymander 
based on an electoral system that bloated the 
voting value of many rural constituencies at 
the expense of urban-dwellers. 

The party has been in turmoil since 3 


July, when Tony Fitzgerald handed down 7 JQ coole palo 
the results of his two-year inquiry which ^ 9 TNO MES & 


widespread corruption in the 
Queensland police force and criticised the 
gerrymander which favoured National's 


rural voters. These voters did not share . 


Ahern’s views that he shou]d immediately 
undertake 4o implement the reforms pro- 
posed by Fitzgerald "lock, stock and barrel." 
But when Ahern sought to modify this sup- 
port for Fitzgerald's report in an effort save 
his political position within the party, he 
emerged as weak and indecisive. 

Fitzgerald, who had continued his con- 


-F sultancy with the government to oversee the 


setting up of his recommended watchdog 
body against the corruption of the electoral 
system — the Electoral and Administrative 
Review Commission (EARC) — resigned on 9 


a August when Ahern announced the com- 


mission would have to be "severely qual- 
ified.” 

Fitzgerald's successor Gary Crooke ‘re- 
signed in the first week of September, criticis- 
ing, delays'in seting up both the EARC and 
the other essentifl Fitzgerald watchdog, the 
Criminal Justice Commission. 

Queenslanders have been continuously 
reminded of the sensational allegations of 
corruption and cronyism of the "Toh" years 


as other results of the Fitzgeraldi inquiry are 


regularly paraded before them. Special pro- 
secutor Doug Drummond recently laid 
charges against former Queensland police 
commissioner Sir Terry Lewis, gambling 
machine distributor Jack Rooklyn and 18 ac- 
countants, police officers and bookmakers 


who had been named before the inquiry by 


indemnified police bagman Jack Herbert. 

Drummond continues to assess allega- 
tions of bribes, kickbacks and laundered 
gifts to Bjelke-Petersen and Russell Hinze, 
one of the former state premier's senior 
ministers, and to inquire into allegations of 
the abuse of cash advances and credit cards 
by other ex-ministers. 

While Ahern's backtracking on his "lock, 
stock and barrel" commitment indicated to 
one group of Queenslanders that he could 
not be ruthless enough with his own party 


to prevent a recurrence of this style of gov- 


ernment, he also failed to convince the Na- 
tionals that he was strong enough to protect 
its particular sectional interests. Even his 
dalliance with: the idea of dad: day- 


| light saving time, which is a standard an- 


nual measure introduced each summer by 


Australia's other eastern states, was re- 


garded as treachery in rural Queensland. 
The parliamentary Nationals tried to de- 
pose him on 29 August. When he staved off 


_ that challenge, Sparkes stepped in and sec- 


ured the numbers for Cooper, who became 
premier on 22 September. Old-time Nation- 


als will feel much easier with Cooper's back- 
ground. A millionaire grazier, he holds the 


rural seat of Roma. The Roma electorate has 

only 8,212 voters, compared to a city seat 

such as Brisbane with more than 25,000 vot- 

ers. Within hours of receiving his commis- 

sion, Cooper signalled he would be defer- 
ring the introduction of legislation setting 

up EARC. He is also reported to have said 

he will ditch crucial proposals for police re- 

form. 

In the absence of electoral reform, the 
Nationals do not have to worry if the rest of 
Queensland does not feel as easy with 
Cooper. To become major partners in a coal- 
ition with the Liberals, the National Party 
needs only 20% of the vote. Although the 
present Australian Labor Party leader 
Wayne Goss now enjoys the highest per- 
sonal approval rating among Queensland 
leaders — 63% against 44% for the Liberal 
Angus Innes and Ahern's 42% — he will still 
be struggling to wrest government from the 
Nationals if Cooper wins back the "Joh 
vote." m 
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‘Hawke called for a ministerial Meeting 

“among the Pacific Rim economies ear- 
lier this year, in which he initially excluded 
the US and Canada, the US has tried hard to 
become a key player in efforts to forgean in- 
stitutional framework for Pacific economic 
collaboration. 


US officials agree with many. of their 
counterparts in the region that some form of - 
official Asia-Pacific economic organisation is - 


one “whose time has come.” But their recent 
proposal to allow the full participation of “all 
three Chinese parties” — China, Taiwan 
and Hongkong — in the first ministerial 
meeting in Canberra, now planned for 6-7 
November, was rejected by Asean. 

A preparatory senior officiali meeting in 
Sydney on 15-16 September reafhed some- 
what surprising agreements on the nature of 
the "Canberra ministerial," which will con- 
duct discussions that encompass issues 
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dening regional economic links 


€ d the pack 


from the multilateral trade system to the re- 
gion’s infrastructure. It was decided there 
will be at least one follow-on meeting next 
year. Those at the Sydney meeting also ag- 
reed the “institutionalisation” of the Asia- 
Pacific ministerial meeting should be consi- 
dered. 

Further, senior officials invited the exist- 
ing Pacific Economic Cooperation Confer- 
ence (PECC) to attend the Canberra minis- 


terial, and PECC in turn offered to provide 


some background papers — including its . 


forthcoming "Pacific economic outlook” — 


modelled on the OECD studies of member ` 
economies. PECC is a private institution with | 
senior officials participating in an informal 
capacity. It has gained prominence partly 
because of its ability to bypass membership 
issues surrounding the Chinese parties. . 
Some members of PECC — which recently d 
agreed to set up a permdhent secretariat in: 
Singapore — want their organisation to be- 
come a "Pacific OECD," a prospect the in 
stitutionalisation of the Hawke initiativ 
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would obviously rule out. 

The willingness of the 
parties to agree to such a 
comprehensive agenda sur- 
prised some observers, par- 
ticularly in view of the initial 
feeling among some quarters 
in Asean that the existence 
of Asean's annual Post- 
Ministerial Conference (PMC) 
— where the six Asean for- 
eign ministers hold discus- 
sions with six Pacific 
dialogue partners, Australia, 
Canada, Japan, New Zea- 
land, the US and South 
Korea — rendered the 
Hawke initiative superfluous 
and that the Canberra ministerial should 
only be a "one-shot deal" and not a prece- 
dent for similar meetings in future. Some 
PECC members from Asean also felt PECC 
should become an "input organisation" for 
the PMC rather than the Hawke-proposed 
ministerial meetings. 

Asean's position in Sydney seemed to re- 
flect its admission that the PMC — a meeting 
of foreign ministers — is not best suited to 
take up economic issues, and that discus- 
sion of the Asia-Pacific economic issues 
needs a broader perspective than an Asean- 
centred view can offer. 

The Hawke initiative shocked Washing- 
ton officials into trying to catch up with the 
other active players in the region, notably 
Canberra and Tokyo. It is not as if the US 


does not have its share of Pacific enthusiasts. 


In July 1988, then secretary of state George 
Shultz suggested a creation of a "Pacific 
Basin forum," while in late 1988 and early 
1989, two prominent senators came up with 


separate ideas for a Pacific economic organi- 


sation and urged President Bush to pursue 
them. 

However, Hawke's initiative is stronger 
than anything emanating from Washing- 
ton, and forms the centrepiece of Australia's 
foreign policy. There is now a sense among 
Asia-Pacific proponents here that the US has 


fallen behind. In a recent hearing, Sen. Alan. 


Cranston, author of a bill calling for an 
" Asia-Pacific forum," said "the US has a 
pressing need to reinvigorate our diplomatic 
efforts in the Pacific region.” 


^ his message seems to have been 
taken to heart. When US Secretary of 

. State James Baker attended the July 
Asean PMC in Brunei, he endorsed the 
Hawke initiative and offered some of his 
own thoughts for a new Pacific institution. 
Following the Sydney meeting, Richard 
‘Solomon, assistant secretary of state for East 
Asian and Pacific affairs, elaborated on 
Baker's position. Solomon reiterated that the 
US is vitally interésted in an Asia-Pacific or- 
ganisation, but has avoided imposing a 
“Made in America” blueprint. He said the 
inew organisation should discuss “not just 
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Hawke: initiative. — 


ą trade and investment, but 
those [issues] related to 
transport and communica- 
tion, resource management 
and the environment." 

In addition, Solomon said 
it must help efforts to keep 
the global trading system as 
open as possible, with mem- 
bership initially open to 
those economies committed 
to enhancing private initia- 
tive and free-market policies. 
"But we want participation to 
be inclusive, with the door 
open to eventual participa- 
tion by those countries who 
are still early in the process of 

economic reform," he added. 

Solomon was referring to the unsuccess- 
ful US proposal to allow China — as well as 


Taiwan and Hongkong — to participate in à 
the Canberra ministerial meeting. Member- .. 
ship of the three Chinese parties became an - 


issue as soon as Hawke made his call. The 


Australians had received a favourable re- * 
sponse from Peking on China's participa- ` 
tion at the ministerial meeting, but the 


crushing of the pro-democracy movement , - 


in June made Peking's presence unaccepta- 
ble to many. Participants at the Sydney ` 
meeting variously advocated including only _ 
Hongkong, only Taiwan, Hongkong and  . 
Taiwan, but not Peking at Canberra. bs Fe 
The US came up with a compromise pro- 
posal that all three Chinese parties should ` 
participate, but Asean strongly resisted — 
going beyond the PMc’s 12 members, at least 
for the November meeting in Canberra. All 
agreed it was better to hold the November 
meeting without having solved the mem- 
bership problem than postpone it. E 





INDONESIA 


Pope's visit may spotlight sensitwe issues 


Pastoral politics 
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ope John Paul Il's first visit to In- 
p: donesia, beginning on 9 October, will 


put the spotlight on the country's 
significant Roman Catholic community. In 
pastoral and political terms, the papal visit is 
expected to touch on sensitive issues which 
both the church — as a minority — and the 


government would rather see given less 


publicity. 

Chief among them will be the implica- 
tions of his brief stopover in the still-dis- 
puted territory of East Timor and the at- 
titude of the church to pressing social and 
economic problems facing all of Indonesian 
society. On a bilateral front, the pope is ex- 
pected to question the government on its 
policy of not encouraging foreign priests 
and missionaries to stay in Indonesia. A 
Vatican source described this as a "concern 
. . . threatening the unity of the Catholic 
church in Indonesia." 

Indonesian Foreign Ministry sources 
said the government was fully prepared for 
the political implications of the visit and was 
not treating it as purely pastoral in nature. 
Less open-minded areas of the government, 
sources said, have prepared the ground by 
warning Christian and Muslim organisa- 
tions alike not to exploit the visit “for political 


ends." . 
Although they comprise less than 3% 
of the ulation, Indonesia' s 5 million 


Roman Catholics are the next largest 
flock in the region after the Philippines. The 
majority live in the country's remote eastern 
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islands which, due to a long history of con- 
tact with Europe because of the spice trade, 
have hosted the church for 400 years. 
Today, Flores in East Nusatengara accounts 
for almost 40% of the total. Sizeable com- 
munities in Irian Jaya, Kalimantan and East 
Timor constitute another 20% of the com- 
munity. 

However, reflecting the locus of power in 


the Indonesian state, though less than 150 


years old, it is the Catholic church on Java 
that is regarded as most influential. All the 


-more so, say local historians, because of its 


evangelical emphasis on education. The ~ 
Javanese church's initialssuccess was attri- 
buted to traditional Catholicism's appeal to 


the mystically minded Javanese and Islam's 


nominal hold over the populace. But it was 
the work of 19th-century Dutch missionary 
van Lith — who set up teacher training col- 
leges in Central Java — that is credited with 
moving the church into élite circles and at- 
tracting the urban-based Chinese commun- 
ity. 

Today, the church continues to spread 
mainly through the school and university 
system. "Although the purpose of educa- 
tion is not to convert people, they know the 
church through schools," a priest in the 
Cehtral Java city of Semarang told the 
REVIEW. Among the pragmatic Chinese 
minority, raising their chi\iren a$ Catholics 
is still seen as the best path tora proper 
education, a view which developed follow- 
ing the difficulties Chinese faced in the past 
in entering state-run institutions. Today < 
about a quarter of Catholics. embraced 





REGIONAL AFFAIRS 
by the diocese of Semarang are Chinese. 

The church more recently swelled in 
numbers after the demise of the Indonesian 
Communist Party in 1965. In the process of 
eradicating communism, many traditionally 
syncretic Javanese were forced to state their 
. religion in order to prove they were not 
` e atheists — and therefore communist sus- 
pects. Many became Catholics, again be- 
cause this option also gave them access to 
schooling. 

Traditionally, there has been little if any 
conflict between Islam and the Catholic 
church. But Catholic clerical sources express 
concern about contextual changes in In- 
donesian Islam in recent years. "At the be- 
ginning of the 20th century, Islam was not 
so strong on Java," said one Central Java 
cleric. “Today all children receive Islamic in- 
struction in schools." Many lay Christians in 
Indonesia have expressed concern over 
what they see as Islam's cultural resurgence 
. in Indonesia. 

The government has shown sensitivity 
to these concerns on both sides of the religi- 
ous divide, making it possible for children to 
obtain the religious instruction of their 
choice at state-run schools. But as a minor- 
ity, the Christian lobby as a whole is ever- 
sensitive to the attempts by the coun- 
try’s Muslim majority to link Islam to the 
state. 

The threat of an Islamic state in Indonesia 
was effectively laid to rest by the suppres- 
sion of Muslim uprisings in the early years 
of independence. But for Catholic political 
activists in the mid-1960s, support for the 
emerging New Order government was re- 
garded as paramount — not only to defeat 
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the communist party but, in the words of 
one contemporary observer: “to control fu- 
ture Muslim influence” as well. 

The close relationship with the military 
built up by a group of mainly Chinese 
Catholics under the influence of Pastor J. 
Beek, a Dutch Jesuit, split the Catholic politi- 
cal establishment. The old Catholic Political 
Party insisted that Catholic politicians 
should maintain a sense of critical indepen- 
dence. In their eyes, the Jesuit-influenced 
group — later known as the CSIs group after 
the Centre of Strategic and International 
Studies set up by their patron general, Ali 
Murtopo — were “politicking in the name of 
the church.” 

According to Yusuf Wanandi, a leading 
member of the CSIs group, the difficulty for 
the Catholic church has always been “how 
to maintain themselves as a part of Indone- 
sian society where they are a minority, and 
at the same time struggle for democracy and 
social justice.” In his view, the problem has 
become less acute with the progressive ac- 
ceptance of common perceptions of 
nationalism and coexistence among all re- 
ligious groups. 

While the consensus-minded govern- 
ment of President Suharto has worked hard 
to eradicate feelings of insecurity among re- 
ligious minorities, the new confidence this 
has bred has allowed the Catholic church, 
among others, to focus on major social and 
economic concerns of the congregation. 
“The Catholic church is indeed grateful to 
the government for ensuring that religious 
cleavages are not as worrisome as they are 
say in Malaysia or Sri Lanka,” a priest in 
Jogyakarta said. “The problem is that when 








one idis at the pai social situation, 
there many difficulties." 

Led by a younger generation of Jesuits 
and priests with interdenominational and 
ecumenical support, the Catholic church is 
now actively involved in social work which 
lays stress on the basic needs of the rural 
poor and the disadvantaged. Much of this 
Work, it is felt, is just as urgent on Java as in 
the less-developed eastern provinces. 

Vatican policy expressly forbids the in- 
volvement of the priesthood in the more 
politically sensitive areas of this work. But 
Indonesia's particularly well-developed net- 
work of lay activists and non-governmental 
organisations has helped create an effective 
informal structure while allowing the 
church hierarchy to remain in the back- 
ground — though in most cases it provides 
important moral support. 

One reason for the success of Catholics in 
this field, is that they are seen within the 
Javanese context as people of integrity and 
thus less prone to corruption and manipula- 
tion. Although some would cast activist 
clergymen like Romo Mangunwijaya in 
Jogyakarta as being like the resi or seers of 
the old Javanese courts, few doubt that their 
sustained commitment to social causes has 
lent confidence to those like the students in 
Central Java who recently protested against 
the forced resettlement of farmers from a 
local dam project. 

Given the pope's reputation for project- 
ing his strictly spiritual message as a call for 
universal human rights and social justice, 
few Indonesian commentators doubt he will 
comment on the current situation in In- 
donesia — if only implicitly. Bi 
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AFFAIRS 


Aquino’s native province gets favoured aid treatment 


No place like home 


enefiting as it does from rich rice and 

sugar lands and from its geographic 

location, this homeland of the power- 
ful Cojuangco and Aquino families on the 
plains of central Luzon clearly did not suffer 
much under former president Ferdinand 
Marcos. But in the years since President 
Corazon Aquino came to power, Tarlac has 
become something of a teacher's pet, the re- 
cipient of probably more government aid 
than any other province. 

Tarlac Governor Mariano Un Ocampo 
makes it clear he is out for all the funds he 
can get and says the propriety involved “de- 
pends on where you are standing.” Asked 
whether he thought more depressed areas 
should be getting a bigger share of the pie, 
he replied: "I know we're benefiting, but 
maybe that's because lve succeeded in 
proposing projects that are viable." 

Local residents generally feel it is their 
due, repeating the widely held perception 
that Marcos heaped favours on his northern 
Ilocos Norte heartland to the detriment of 
Tarlac. But in response to questions raised 
by the privately organised Tarlac Anti-Graft 
Council (TAGC), not only over the flow of 
cash, but also over the haste with which 
money is being injected and what it is being 
used for, a senate committee is now holding 
hearings on the issue. 

“Aquino is not president of Tarlac, she is 
president of the whole country,” said TAGC 
spokesman Jose Esmundo, an economics 
lecturer who disagrees with Aquino’s view 
that Tarlac suffered under Marcos. After all, 
the province may have been the home 
of Aquino’s husband, the late opposition 
leader Benigno Aquino, but it was also the 
stamping ground of her cousin and Marcos 
crony Eduardo ‘Danding’ Cojuangco, who 
still retains a great deal of support in the 
rural barangays. 

Against this background, national atten- 
tion is being focused on the fate of Hacienda 
Luisita, Aquino’s 6,000-ha ancestral spread, 
which many small Tarlac landholders re- 
gard as the real test of the president’s Com- 
prehensive Agrarian Reform Programme. 
"Luisita," said Tarlac Vice-Governor Ro- 
dolfo Llamas, "is a big headache for the pre- 
sident." 

Although Tarlac-bom Budget Secretary 
Guillermo Carague denies reports that a fur- 
ther P2 billion qUS$92. 6 million) will be 
. pumped into the province before Aquino 

ends her term in 1992, both he and Ocampo 
:confirm that it has so far received P935 mil- 
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lion from the National Aid to Local Govern- 
ment Units (NALGU) scheme for infrastruc- 
ture projects. There are conflicting stories on 
the time frame, however, and even then the 
amount is far greater than the budget ap- 
propriations authorised by the Philippine 
Congress. 

Carague, the cabinet officer for regional 
development in Tarlac and the other five 
provinces of Region 3, claims the money has 
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been spread over the past three years since 
Aquino came to power. But in a widely cir- 
culated memorandum, Ocampo affirms it 
was in fact given to the province over a 
period of just 18 months — between 2 Feb- 
ruary 1988 and 31 July 1989; the same memo 
also notes that P545 million has still to be 
dispersed. 

The stage for the financial windfall was 
set in early 1988 when the government 
chose Tarlac, Laguna, Negros Occidental 
and Davao del Norte as pilot provinces to 


spearhead decentralisation. But opposition 
Zambales congresswoman Katherine Gor- 
don, who has helped engineer a Commis- 
sion on Audit (COA) probe into how Tarlac 
handles its, finances, claims that congres- 
sionally approved public-works spending 
for the prpvince was only P59 million in 
1988 and F96 million in 1989. 

Even with Tarlacs favoured status, 
which apparently allowed Carague to 
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Aquino; Ocampo: looking after your own. 


circumvent the sluggish bureaucracy, Gor =- 
don and pro-government congressman Joe < 
Zubiri feel the anomaly is so great thata ful- _ 
blown investigation is needed to determine = 
Tarlac’s share of unallocated funds and . 
whether the practice conforms to accepted. 
procedures. “Tm hoping this will snowball - 
in congress," Gordon told the REVIEW. “I'm - 
sure at least half will want to find out what's? 
going on." 

Apart from NALGU injections, Tarlac has 
been receiving other benefits as well. The 
National Irrigation Administration has bro- 
ken ground on a P32-billion irrigation 
and hydroelectric project, the largest in 
the country, and additional infrastructure ` 
funding is coming from the Economic Sup- 
port Fund (ESF), which the US pro- 
vides to the Philippines as part of the bases 
agreement. 

Region 3 was allotted US$66 million from 
this year’s US$172 million ESF hand-out, 
compared with US$22 million for Region 12 
(Central Mindanao), the second-placed 
beneficiary, and only US$5.2 million for the 
severely depressed Samar region in the 
Eastern Visayas. Although both Subic and 
Clark bases are in Region 3, diplomats say 
the criteria for apportioning the funds is sup- 
posed to have changed to make it more 
equitable. Clearly, it has not. 

Carague fends off criticism by pointing 
out that overall per capita spending in Re- 
gion 3 is the lowest in the country at P718 
compared with P1,432 in the top-ranked 
Cordillera zone of northern Luzon. Accord- 
ing to his figures, Region 3 is only fourth in 
total infrastructure spending this year with 









P4. billion, behind the National Capital Re- 
gion (P7.6 billion), Southern Tagalog, or Re- 
gian 4 (P6.6 billion) and the Western Visa- 
yas, or Region 6 (P4.8 billion). 

But the breakdown does nos extend to 
individual provinces and though Carague 
likes to reel off a list of major projects in 
Ilocos Norte, Palawan, Northern Samar and 
Camarines Sur — each costing between | 
P1.1 billion and P1.6 billion — the Tarlac 
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‘small province of only 800,000 people that 
“has always done better than most. 
— Infact, despite the claims of being disad- 
-vantaged during the Marcos years, from 
980-85 Tarlac received 2296.3 million from 
the P1.9 billion EsF disbursements allocated 
from the Marcos government — more than 
*any other province. 

Controversy still swirls around the P30- 
million refurbishment of the Tarlac capitol 
.building, which one businessman calls 
"scandalously opulent” and about which 
“even Aquino herself is said to have express- 
-ed reservations. And there were raised 
¿eyebrows recently when Carague handed 
over a P14-million cheque for flood-control 
works in Concepcion township on the 

Parua River — a project he says the presi- 


_ . dent personally approved. 


Aquino also put her personal stamp on a 


<:> controversial medical specialty centre in the 
«. province capital, now expected to cost about 
~~ P185 million. The Tarlac Medical Associa- 

- tion says the money for the showpiece 


facility would be better spent on refurbish- 
ing the poorly equipped provincial hospital 


and on adding more rooms to the local high 


school, where some classes are taught in a 
grandstand. 

When Tarlac was chosen as a so-called 
pilot province, it was given an initial P120 
million — P20 million of which Ocampo 
used to establish the Lingkod Tarlac (Serve 
Tarlac) Foundation, the operating arm of his 
Rural Industrialisation Can Happen (RICH) 
programme. Even the governor's critics be- 
lieve RICH is a good idea, but what concerns 
the TAGC is that Lingkod Tarlac is a private 
organisation, initially headed by the govern- 
or with his brother-in-law as executive direc- 
tor. 

Ocampo argues that private organisa- 
tions are permitted to handle government 
funds and, in this case, it was a mechanism 
to dispense with the bureaucratic red tape 
that would otherwise inhibit public partici- 
pation. Carague, for his part, says that when 
money is specifically earmarked for a project 
and has the president's endorsement, then 
it does not have to receive board approval — 
as the TAGC believes it should have. 

The centrepiece of RICH is a remarkably 
successful cooperative — put together by 





PHILIPPINES 2 


Aquino s hacienda tenants gwen little choice on reform 


The only option 


ing in Tarlac is clearly only half of Pre- 
sident Corazon Aquino’s problems. 
Given her avowed commitment to land re- 
form, the question of her family’s 6,000-ha 
Hacienda Luisita is a particular embarrass- 
ment that underlines the social and eco- 
nomic factors — many of them rooted in the 
country’s feudal past — which work against 
land reform’in the Philippines. 
When Luisita’s 7,000 tenants were given 
the choice in May of either taking 33% of the 
shares in the hacienda’s corporate stock over 


T he growing controversy over spend- 


: the next 30 years, or receiving the 0.7 ha of 
_ land they were each entitled to, they set- 
~~ fled on the stock option. The reason: if the 


land was divided, they would have lost the 
free housing, schooling and medical treat- 
ment that is still being provided them. 
Responding to charges that the workers 
were intimidated into accepting the stock 
transfer offer, the Presidential Agrarian Re- 
form Council is planning another referen- 
dum on the hacienda. But officials say they 
expect most of the tenants will stick to their 
earlier decision because anything else will 
commit them to an uncertain future. 
Although the distribution of shares is al- 
lowgd under the land-reform legislation, cri- 
tics complain it is merely a loophole worked 
in by the powerful landlord lobby in con- 
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gress. "What has been done on Luisita vio- 
lates the intent and purpose of land reform,” 
said former Bamban mayor Ricardo Ignacio. 
Ignacio said that the foundation of land 
reform was the cooperatives, so to make 
Luisita a model they would have to form a 
strong cooperative. "Once that happens, it 
doesn't matter how they divide the land, 








he said. But no effort appears to have been 


made to organise a cooperative, and while 
Aquino herself may be willing to divide up 
the hacienda, the other members of her fam- 
ily clearly are not. 

Ignacio believes a dangerous precedent 
has been set. "What is good for Luisita will 
be good for the haciendas in Negros," he 
points out. “We are not talking about one 
project, we are talking. about the whole 
country." Although smaller properties will 
not be subject to land reform until the mid- 
1990s, local landowners say they are watch- 
ing the situation closely. "How can they di- 
vide up my property," said one, "if they 
don't break up Luisita." 

La Paz lawyer Galicano Castaneda re- 
flects a different, but popularly, held view. 
He says if the hacienda is fragmented, it will 
cease to be a viable economic epu which 
also would not serve the best intetests of the 
tenants. Currently, Luisita has one of the 
biggest sugar mills in the country, with 40% 
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former. communist New v. People s ma 
chief-of-staff Bernabe Buscayno — which 
has grown from 500 to 6,000 members since 
early 1988. Apart from a string of other 
cooperatives and rural livelihood projects, 
Ocampo hopes to have at least one primary 
industrial site in all of the province's 17 
towns. 

Leaving RICH aside, Esmundo says the 
arbitrary manner in which money is being 
dispersed from the central government, a 
general failure to establish priorities through 
accepted procedures and apparent ano- 
malies in provincial bidding practices, is 
particularly disturbing. "We're not making 
accusations, we are just asking questions," 
he said. "But a pattern is emerging and it is 
not encouraging." 

Ocampo denies claims that the provincial 
development council has never met to de- 
fine priorities and says if the choice of infras- 
tructure projects does not coincide with the 
thinking of his critics "it does not mean they 
[the projects] are wrong." But he did con- 
firm one impression: that a good number of 
money-spending ventures are identified 
from Manila. e 


of the raw cane coming from the hacienda it- 
self. 

Planters themselves point out that 80% 
of the problem in sugar growing lies in the 
harvesting, not in land preparation or culti- 
vation. Dividing the hacienda, they assert, 
would make mechanisation difficult and af- 
fect the mill's operations. As it is, Luisita’s 
owners have now set aside 300 ha for an 
industrial estate in an effort to diversify the 
holding. 

Many farmers have a negative view of 
cooperatives, something that stems from in- 
grained mutual distrust and an unwilling- 
ness to pull together. It is a surprising at- 
titude given the success of former com- 
munist leader. Alex Buscayno's cooperative 
on the fringes of Hacienda Luisita. 

. Buscayno's scheme comes under the 
Rural Industrialisation Can Happen pro- 
gramme of Tarlac Governor Mariano Un 
Ocampo, who says it was decided from the 
start that simply boosting paddy production 
was not enough. "We are trying to imple- 
ment the real concept of land reform be- 
cause the way it was done before can never 
succeed," he told the REviEw. "The way to 
improve the quality of life is to add value by 
means of processing." 

Such success does not convince many 
people that cooperatives are viable. "Take 
away Buscayno and what do you have," 
asked one prominent resident. "It is centred 
too much on one person and is not really 
organised the way it should be." Even 
Ocampo acknowledges that leadership is 
everything. On Luisita — where the tenants 
do not seem to have been given a real choice 
anyway — that is one quality which appears . 
to be sadly missing. E John McBeth - 
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|. count its prospects are grim 








he Vietnamese invasion and occu- 
pation of Cambodia might be seen 
as an unmitigated failure, as it has 
| imposed heavy diplomatic, eco- 
| nomic and military costs on Vietnam — one 
_ of the poorest countries in the world. But 
| Vietnam's 10-year-long involvement in 
- Cambodia has not been a failure altogether; 
in fact, Hanoi can point to several major 
achievements. 

First, Vietnam has been able to demon- 
| strate a substantial defence capability along 
its border with China and Peking now 
realises that it cannot expect Vietnam to suc- 
cumb to military pressure like a traditionally 
pliant vassal state. Vietnam may have suf- 
fered a disproportionate cost in achieving 
this status, but it has ensured that in the 
foreseeable future China cannot and will not 
lightly threaten a second "lesson" against 
Vietnam. While China could perhaps 
mount a successful naval operation against 
Vietnamese-held outposts in the Spratly 
Islands, a major cross-border ground force 
operation must now be regarded as highly 
unlikely. 

Vietnam's second major achievement 
has been to eliminate any threat to the sec- 
urity of its southern border with Cambodia. 
It has severely weakened the Khmer Rouge 
— the communist faction of the tripartite 
anti-Vietnamese resistance coalition 
while establishing a viable new administra- 
tion in Phnom Penh. 

The resistance coalition is now confined 
to a few border areas in northwestern Cam- 
bodia and scattered guerilla bases in the 
most inhospitable, least populated and re- 
mote mountain and forest areas of the coun- 


— 





The Khmer Rouge — the strongest, most 
disciplined and most ruthless of the resist- 
.| ance fores — is nevertheless relatively 
| weak today compared to when Vietnamese 

forces ousted it from power a decade ago. It 
lacks popular support, despite identification 
with Prince Norodom Sihanouk — leader of 
one of the non-communist resistance fac- 
tions and president of the coalition — and 
attempts to ignite nationlist feeling against 
the Vietnamese occupation. 

The Khmer Rouge is so desperate for 
supplies that it has resorted to stealing feod 
and medicine. What cooperation it does get 
from Cambodian inside the country is usu- 
ally obtained at gun-point. Captured docu- 
ments and defectors indicate that Khmer 
Royge morale is poor and that by its own ac- 


It is not surprising to find that the fre- 


eee t cin: i a ea D n pea ae omar e d resti DEE ieri n nennen iine e nna at rame rta ra m tts ri aaa 


By Gary Klintworth 


quency and area of operations of the Khmer 
Rouge have been in continuous -decline 
since 1979. From a peak strength of around 
200,000 in 1979, armed Khmer Rouge fight- 
ers inside Cambodia now number as few as 
8-10,000, with perhaps another 6-8,000 serv- 
ing as unwilling porters. | 

The Khmer Rouge is unquestionably an 
irritant to the government of Premier Hun 
Sen in Phnom Penh and also a threat to 
its non-communist coalition partners. Well 
aware of the threat, Phnom Penh was wise 
in offering rank and file Khmer Rouge 
soldiers a generous amnesty package. 

However, the Khmer Rouge is no longer 
in a position to topple the Vietnamese-back- 
ed government by military force and can no 
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Khmer Rouge in Cambodia: weakened. 
longer present a threat to Vietnam's vital in- 
terests. Nor are they likely to be in a position 
to do so in the future. ND 

Vietnam has been under great pressure 
to withdraw from Cambodia since its 1979 
invasion of the country. It has resisted doing 
so prematurely and has based its disengage- 
ment on a considered long-term strategy 
that had probably been thought out prior to 
the occupation. 

The withdrawal has been determined by 


ee 
The Vietnamese presence has 
not been the oppressive army of 
occupation that it has been made 


out to be. It has, on ped ipei 
been a model of good behaviour. 
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Hanoi’s role in Cambodia 


Vietnamese assessments of the international 
situation, the extent of Vietnamese eco- 
nomic exhaustion, the decline of Khmer 
h and the progress of the gov- 
ernment in Phnom Penh. The withdrawal 
might have been concluded much sooner 
had the Khmer Rouge not been supported 
by such countries as Thailand, China, the 
US and Singapore. 

Vietnam’s occupation is comparable in 
length to the Soviet Union's occupation of 
Afghanistan or the US presence in southern 
Vietnam during the war there. But the paral- 
lels end there because the regime Vietnam is 
leaving behind in Phnom Penh has been 
given a "decent interval" to sort itself out 
and it has, therefore, a far better chance of 
surviving than the government the Soviets 
left behind in Kabul or the one the US left in 
Saigon (now Ho Chi Minh City). 

A suitably verified Vietnamese with- 
drawal from Cambodia will satisfy the con- 
cerns of most countries that have hitherto 
objected to the Vietnamese intervention. 
Hanoi’s confidence has been boosted by 
growing international condemnation of the 
Khmer Rouge and greater acceptance by 
such countries as Indonesia, Thailand, Aus- 
tralia and Britain that Vietnam is genuinely 
committed to withdrawal. 

Furthermore, there is a realisation 
among these countries that the administra- 
tion in Phnom Penh is the only effective and 
recognisable authority in the country. 


he prospect is that the Vietnamese- 
installed but not necessarily pro- 
Vietnamese Hun Sen regime will 
win increasing international and 
domestic credibility as the government of 
Cambodia. This legitimisation process will 
quicken if, as seems likely, the Phnom Penh 
regime, whatever its new name, is joined by 
royalists, republicans and perhaps a few 
contrite Khmer Rouge. The result for Viet- 
nam will be stability and security on its 
southern borders. 

In considering the Vietnamese interven- 
tion in Cambodia, we might ask the ques- 
tion: Have the Cambodians suffered under 
the Vietnamese? 

The answer must be no. The Vietnamese 
presence has not been the oppressive army 
of occupation that it has often been made 
out to be. It has, on the contrary, been c 
model of good behaviour. It has helped tc 
reconstruct a society andean economy tha 
had been almost completely destroyed by 
the Khmer Rouge during its more than three 
years of brutal rule. 
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The invasion and occupation of a coun- 
try is, of course, not a matter to be underta- 
ken lightly. It violates all the rules of be- 
haviour between sovereign states. How- 
ever, there are exceptions to these rules, in- 
cluding the right of self-defence, interven- 
tion by consent and the rescue of a state's 
own nationals. Vietnam's intervention can 
certainly be justified on the grounds of self- 
defence. 

There is in addition the concept of 
"humanitarian intervention." Most states 
are suspicious of the implications of this con- 
cept. It only arises in very exceptional cir- 
cumstances where there has been a sys- 
tematic and widespread violation of human 
rights, a large-scale loss of life and a failure to 
act by the UN. 

I suggest. that the circumstances in Cam- 
bodia in the Khmer Rouge years up to 1979 
justified Vietnam's intervention. If so, it is 
perhaps the most important instance of 
humanitarian intervention since the Indian 
invasion of East Bengal in 1971. The Viet- 
namese action may yet come to be regarded 
as a useful model in situations where there 
has been a systematic violation of basic 
human rights overan extended period. Nor- 
mally, however, the international commun- 
ity would only accept such intervention 
under UN auspices. 

There is today a groundswell of support 
for UN peace-keeping forces to intervene in 
Cambodia. The international community 
generaly regards the Khmer Rouge as 
“loathsome, barbaric, murderous, genoci- 
dal, and cruel.” During its rule, the Khmer 
Rouge destroyed Cambodian society, killing 
outright or through its harsh economic 
policies 25% of the country's population. 

With the prospect of an end to the Viet- 
namese presence in Cambodia by 1 Oc- 
tober, the international community has 
switched its focus from Vietnam's occupa- 
tion to concern about a bloodbath if the 
Khmer Rouge return to Phnom Penh. 
Hence the idea of UN peace-keeping forces 
being interposed between the Cambodian 
people and the Khmer Rouge. The peace- 
keeping solution, paradoxically, is little dif- 
ferent from the one that has already been 
achieved by Vietnam over the past dec- 
ade. 

With hindsight, it is easy to say that Viet- 
nam should have lobbied the UN to inter- 
vene in Cambodia in 1979, or that it should 
not have made a unilateral decision to do so. 
However, even had such pleas been consi- 
dered, it is difficult to envisage the UN being 
able to organise itself quickly enough to 
have taken timely action. Meanwhile, as 
Cambodians will confirm, they were being 
killed while praying that someone — any- 
one — would save them from the Khmer 
touge. a 

+ 
Gary Klintworth is a senior research fellow at 
The Australian National University in Can- 
erra's department of international relations, 
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There is still no Blancpain "collection" as 
such. The same case houses each of the 
Six “masterpieces” of the art of watch- 
making developed by Blancpain. 


Each watch is assembled, polished and 
finished by hand by the individual watch- 
maker. 
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leave the workshops of B lancpain - the 
oldest watch name not only in Switzer- 
land, but also in the world. ° 
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PAKISTAN 31 


Punjabi opposition flexes its muscles 


A showdown looms 


T he rivalry between Prime Minister 


Minister Nawaz Sharif is intensifying 
relentlessly. Bhutto's Pakistan People's 
Party (PPP) controls the federal government, 
while Sharifs Islamic Democratic Alliance 
. (IDA) rules the country’s most populous and 

politically important province. The current 

- stand-off between the two sides cannot con- 
tinue and over the next few weeks Sharif 
will force a showdown. 

It is increasingly dear that Sharif has ful- 
filled his November 1988 pledge — just be- 
fore Bhutto was invited by the president to 
form the government — not to allow her 
to govern. The Bhutto administration has 
made no headway in its declared objectives 
of penalising tax dodgers and a vast range of 
other criminals from the era of the late presi- 
dent Zia-ul Haq who it says are being har- 
boured by the IDA. Instead, the IDA is on the 
offensive, insinuating that there is corrup- 
tion and sundry economic crimes at the 
highest level in the federal administra- 
tion. 

Some observers argue that the PPP com- 
mitted two mistakes in dealing with the IDA. 
Its tactical blunder was an inept and feeble 
attempt to topple Sharif in a no-confidence 
motion earlier this year. It also underesti- 
mated the strong lobby that Zia had created 
in Punjab through his policy of rewarding 
supporters. 

The PPP is blaming its poor showing in 
last year’s elections to the Pynjab assembly, 
and its dismal performance in all sub- 
sequent by-elections, on Sharif s unfair elec- 
toral practices. But others ascribe it to two 
factors: the influence of the Zia lobby and 
the backlash in the IDA-run Punjab against 
adjoining Sindh which voted overwhelm- 
ingly for the PPP at last November's national 
elections, thus defeating the IDA's top Sindhi 
leaders. 

Sharif has accused the federal adminis- 
tration of unconstitutional interference with 
his authority, cutting down Punjab’s fiscal 
allocation, character assasination of political 
leaders on his side and attempts to crush the 
IDA administration economically. He has 
said that a prerequisite for elected govérn- 
ments at both federal and provincial levels to 
complete their elected term of five years was 
that the RPP stop victimising its opponents. 
The PPP counters that Sharif's demands are 
euphemisms for dropping all continuing in- 
quiries against economic offenders, thus al- 
lowing them to take loans from nationalised 


An 


banks without collateral and to violate va- 
rious laws. | 

While the PPP still seems undecided on 
what it wants to do with economic offen- 
ders, its attempts to agitate against Sharif in 
Punjab generally have been unsuccessful. 
The leader of the PPr's Punjab legislative 
arm, Salman Taseer, and Punjab party 
leader, Fakhre Zaman have noticeably 
quietened down following the registration 
of various cases against them by the Punjab 
police. | 

The PrP also complains that Sharif is mis- 
using his position to destabilise the PPP 
provincial governments in the North-West 
Frontier Province (NWEP) and Sindh. In the 
NWFP, Sharif seems to have done no more 
than try to prevent the defection of IDA legis- 
lators to the PPP camp. But the Sindh allega- 
tions are serious. Sindh Chief Minister 
Qayam Ali Shah accuses the Sharif adminis- 
tration of issuing arms licences to disaffected 
Sindhis who could not have got them from 
their own provincial government. Khurshid 
Shah, the Sindh education minister, has ac- 
cused Sharif of creating a sense of insecurity 
among investors in Sindh by trying to per- 





Bhutto in Karachi: stand-off in Punjab. 


suade them to shift their industries to Pun- 
jab. | 
Sharif recently responded to a far more 
serious charge levelled by Bhutto — of abet- 
ting Sikh terrorism in the adjoining Indian 
state of Punjab. Sharif said that though he 
was all for cordial relations with New Delhi 
— Pakistan's traditional adversary — he 
could not acquiesce in India's hegemonistic 
designs in the Subcontinent. He pomplained 
that Bhutto was not taking the public and its 
elected representatives into confidence on 
her recent discussions on mending ties 
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with Indian Prime Minister Rajiv Gandhi. 

In this game of one-upmanship, the IDA 
has countered each significant move the fed- 
eral government has made. Soon after the 
PPP government arrested former NWFP gov- 
ernor Fazle Haq in late July and charged him 
with murdering a highly respected Shia 
Muslim cleric, Syed Arifal Husseini, the 
Punjab government issued a warrant of ar- 
rest for federal Labour Minister Mukhtar 
Awan on a murder charge. Awan has been 
in Karachi for weeks and a court has de- 
clared him absconded, but he has neither 
been dropped from the cabinet by Bhutto 
nor made any move to face the charge in a 
court. 

Close upon the heels of this incident 
came a raid on a Lahore soft-drink factory 
owned jointly by the sons of Zia's late chair- 
man of the joint chiefs of staff, Gen. Akhtar 
Abdur Rehman, and the Punjab education 
minister. The Federal Investigation Agency 
(FIA) alleged that the owners were evading 
excise duty by declaring only half of their ac- 
tual production of 22,000 bottles per day. 
The Punjab police immediately arrested the 
two federal officers conducting the raid, 
accusing them of beating up the factory's 
night watchman and took away the inves- 
tigators’ records. The federal agents were 
bailed out after several days. 

The federal Home Ministry issued an of- 
ficial statement that the FIA was investigating 
evasion of income tax, excise and customs 
duties as well as the theft of electricity by 
“one of the biggest industrial houses of the 


country" — widely taken to mean Sharif's 
own Ittifaq group. It added that in the soft- 
drink factory case, the FIA had been looking 
into a case of excise-duty evasion of millions 
of rupees as well as investigating the source 
of income of those who had purchased the 
plant. 

The official statement added that the ar 
rest of the FIA officials came in the wake o! 
several other acts aimed*at subverting th« 
constitution and the authority of the federa 
government, which it outlined. The state 
ment added that "the situation of rebellion' 


5 OCTOBER 198! 


by the Punjab government was. being 


examined, but did not indicate the likely 
course of action. Under the constitution, Is- 
lamabad can dismiss the Punjab govern- 
ment but not without the concurrance of 
President Ghulam Ishaq Khan. Ishaq Khan 
so far has claimed to play a neutral role and it 
is thought highly unlikely that he would ob- 
lige the Bhutto administration. 

Some of the DA leaders have been 


threatening dire consequences should their 


government in Punjab be sent packing. So 
far the federal government has retaliated 
only by recalling to Islamabad two senior 
police officials and two other senior civil ser- 
vants whom it considers deeply involved in 
politics on Sharif's side. These officials were 
seconded to Punjab and have been accused 
of failing to safeguard federal interests. 
Sharif has refused to release them. 
Observers believe Sharif holds most of 
the cards and is unlikely to give up his 
campaign to topple the Bhutto adminis- 
tration. His biggest success — for a man 
who was regarded during the Zia era as a 
minor figure — is that he has become in the 





PAKISTAN 2 


Sindh’s wealthy targeted by kidnapping gangs 


Milking the rich 


arachi's wealthy businessmen, and 
K increasingly its middle-class profes- 

sionals, are now living in a state of 
fear and often outright terror as a wave of 
abductions for ransom sweeps through their 
privileged communities. After the ransom 
has been paid the victim is often given an ac- 
curate description of his family, its daily 
routine and told how easy it would be to kill 
his wife or children in retaliation for talking 
to the police. 

Kidnappings in Karachi — Pakistan's 
principal port and business centre — are es- 
timated to average four cases a day, and 
those either threatened or who have already 
been victims of the abductors are increas- 
ingly moving themselves and much of their 
wealth out of the city. One indicator of this 
migration is the lack of fresh investments in 
_ Nooriabad, a new industrial estate 50 miles 
.. north of Karachi, and the steady increase in 
property prices in Lahore following the 
rapid take-up rate at the town's Choonian 
industrial estate, which opened at the same 
time as Nooriabad. 

No official or otherwise reliable estimates 
on the abductiofis are available as few vic- 
^. tims choose to discuss their ordeal publicly. 
< But Athar Qureshi, general secretary of the 
~~ Sindh chapter of the Jamaat-e-Islami and 
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public eye a politician of prime-ministerial 
stature. His rivals in the IDA dare not oppose 
him for fear of being accused of pulling 
down the most effective opponent of 
Bhutto, whose crucial weakness is her lack 
of absolute majority in the national assem- 
bly. Sharif says she is ruling only by virtue 
of the support of some independents and 
minor groups. The upper bouse of the par- 
liament remains dominated by the IDA. 
Also, she has to deal with Ishaq Khan — 
whose neutrality is at least suspect — in her 
struggle to establish federal antnonty in 
Punjab. 


Sharif, on the other hand, has nothing to | 
lose, with even the PPP saying that most of | 


the IDA would not be worried at the collapse 


of the current semblance of democracy and | | P 
a return to authoritarian rule. Sharifs de- | 


fiance of Bhutto has been open, thereby 
strengthening the general perception that 
her administration is powerless. All this is 
adding fuel to her adversaries' campaign to 
push the idea that she has an inept team be- 
reft of political intitiative and would cling to 
power at any cost. a 





an implacable political foe of the ruling 
Pakistan People’s Party (PPP), has been quot- 
ed in the local press as saying as many 
as 2,000 people have been abducted dur- 
ing the past three years and around Rs 15 
billion (US$714.3 million) paid in ransom. 
The ppp has been in power for about 10 
months. 


In addition to the criminal aspect of the E 


kidnappings, there are claims that they also 
have a political dimension. The abductions 
are centred largely on Karachi, which has a 
predominantly non-Sindhi population. PPP 
sources allege the business community of 
Karachi has been mobilised by the Islamic 
Democratic Alliance (IDA), notably Punjab 
Chief Minister Nawaz Sharif, to accuse the 
PPP government of Sindh of inaction if not 
actual connivance at the abductions. 


Sources estimate the IDA so far has spent Rs 


20 million on newspaper and other prop- 
aganda campaigns against the provincial 
government. 

Some of Pakistan's top businessmen re- 
fute the charge of collaborating with Sharif, 
while pointing out that a four-week respite 
from abduttions followed their recent meet- 
ings with, President Ghulam Ishaq Khan, 
Prime Minister Benazir Bhutto and Sindh 
Chief Minister Qayam Ali Shah. The infer- 
ence is that the abductors are highly or- 
ganised and appear to enjoy some kind 
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There is a widespread belief the gangs 
are at least on the political fringe, but that the 
— PPP government is afraid of using the Inter 
s Services Intelligence (IS) against them for 
ESO „fear of PPP involvement being revealed. The 


a ISI, a shadowy organisation that grew to 
enormous size under former president, the 


<= late Zia-ul Haq, is still intact and there is little 
^. inthe province that escapes its attention. 

En PPP sympathisers counter that some in- 
= dustrialists have gangsters on their payrolls, 


-. who, denied or dissatisfied with their allow- 


in ance, have abducted and held for ransom 
=. close relatives of their paymasters. This 
= charge is denied by the industrialists, who 


_ say while they are sometimes forced to "buy 


.. peace" in and around Nooriabad by paying 
- protection money to local gangs, there was 
se: no question of them maintaining their own 
> private “enforcers.” 

Others say payments made in Nooriabad 
have attracted criminal gangs from across 
Pakistan to share in the spoils. These new- 
comers, this theory contends, were unchal- 
lenged by the original gangsters who were 





Sharif: collaboration charges. 


content to continue picking up their protec- 
tion money and left the interlopers to extract 
what they could. 

The abductors generally target non-Sin- 
dhis they see as having amassed fortunes 
in the province at the expense of locals. With 
jobs and other economic opportunities be- 
coming scarce, there have even been cases 


of students abducting motorists, taking. 





BANGLADESH 


The opposition takes up battle in courts 


Courtroo n 


————————————————————— nad 


By S. Kamaluddin in Dhaka 


ith the Supreme Court setting 
| W aside in early September the es- 
| tablishment of permanent High 
Court benches outside the capital Dhaka, as 
had been provided for in the eighth amend- 
ment to the,constitution (REVIEW, 14 Sep.), 
the focus of political debate is likely to shift to 
superior courts. 

Four writ petitions, three challenging the 
eighth amendment's establishment of Islam 
as the state religion and the other challeng- 
ing certain provisions of the ninth amend- 
ment, passed by the parliament in July, are 


* awaiting the court's decision. The Supreme 
<3 Court judgment in early September affect- 
ding the eighth amendment did not touch 
= on the amendment's state-religion provi- 


sion. 

The writ petition challenging the ninth 
amendment’s contingency provision, filed 
by former ambassador and MP Abdul 
Barek, is being supported by lawyers be- 
longing tê the ‘opposition Bangladesh 
Nationalist Party (BNP). 

According to the contingency provision, 
if fos any reason the president cannot dis- 

| charge his: functions, parliament is automati- 
cally su qur i uo noned the next day to make alter- 
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politics 


native arrangements. After that the parlia- 
ment stands dissolved or prorogued as the 
case may be. Critics maintain that in the 
event of a military coup, the parliament will 
be used to legitimise the coup through this 
provision. 

The three writ petitions challenging the 
declaration of Islam as the state religion were 
filed by lawyer Shakti Das Goswami, Nari 
Pakha, a women’s rights organisation, and 
the Nagarik (citizens) Committee, an or- 
ganisation comprising various political ac- 
tivists. The Supreme Court is now in recess 
and the vacation bench is unlikely to hear 
the petitions. 

Meanwhile, lawyers of the opposition 
Awami League are planning to challenge 
the fifth amendment, passed on 6 April 
1979, which transformed the one-party 
presidential system into a multi-party 
one and gave legal force to all proclama- 
tions and martia-law regulations set out 
by the government of the day between 15 
August 1975 and 5 April 1979. Awami 
League leaders are seeking to remove only 
the amendment's provision that prohibits 
the trial of those responsible for killing the 
late president Sheikh Mujibur Rahman in 
1975. 

Those now waging a political struggle to 
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dem to university hostels and demanding 
ransoms. 

As the number of abductions appears to 
be on the rise, the kidnappings are not just 
confined to wealthy businessmen but have 
been extended to the middle class. In addi- 
tion, the police are seen to be reluctant to in- 
tervene and often restrict their role to simply 
suggesting the victim’s family pay the ran- 
som, possibly the result of the ready, if il- 
legal, availability of firearms in the country. 

One method of dealing with the situa- 
tion, suggested by the Sindhi-language 
press, is to declare a general amnesty for all 
robbers and abductors in the province and 
fix a date for them to surrender their 
weapons. However, Sindh's chief minister 
said he could not declare such an amnesty 
even if he wanted to. All he could do was 
promise to prosecute kidnappers in regular 
courts under normal laws, instead of the 
special courts set up during Zia's regime. But 
with the police seemingly unwilling to pur- 
sue the gangs and the government reluctant 
to employ its intelligence apparatus against 
them, this pledge rings hollow and the pay- 
ment of ransom looks set to remain a tithe 
on the wealthy forsometimetocome. m 


restore a Westminster-style parliamentary 
system as existed before the fourth amend- 
ment, through which Sheikh Mujib intro- 


. duced a one-party, autocratic presidential 


system in early 1975, appear confident that 
they will win their legal battle. Winning the 
battle, however, would have far-reaching 
political consequences. 

Challenging the fifth amendment could 
be construed as an effort to restore the earlier 
basic principles of state policy — democracy, 
socialism, secularism — and remove the 
constitution's prefix, "Bismillahir Rahmanir 
Rahim . . . " ("Begin in the name of Allah, 
the benevolent and merciful . . .”). Removal 
of the prefix would be the most sensitive 
issue to be dealt with by any court of law in 
Bangladesh, where 90% of the population of 
110 million is Muslim. 

The Awami League's opponents say that 
filing writs challenging the fifth amendment 
will open a Pandora's box, as many more 
serious legal and constitutional issues could 
be raised in the process. For example, set- 
ting aside the fifth amendment, they argue, 
would restore the one-party presidential 
system. The question of the legality of the 
framing of the constitution in 1972 — follow- 
ing the liberation of Bangladesh from Pakis- 
tan — by those who were elected to the 
Pakistani Parliament in December 1970 
could also be raised in the process. 

A well-known lawyer member of the 
BNP said it could be argued that while 
Bangladesh was born of a revolution sup- 
ported by many political Parties — not just 
the Awami League — it was the Awami 
League which had written the basic princi- 
ples into the 1972 constitution. n 
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When things are difficult, 
we simply practice until they're 
second nature. 
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In today's overcrowded skies, pilots cannot afford 
to get into difficulties. 

Therefore, we firstly practice all new — as well as 
critical — situations on the ground. In the flight 
simulator. Until everything runs smoothly. All 

174 airports to which we fly are stored in the simu- 
lation computer. We have simulators for all types 
of aircraft in service with Lufthansa. On average, 
each simulator is in use for over 4,000 flying hours 
every year. Because, as we said, we simply prac- 
tice until coping with difficult situations is second 
nature. And that's something you can count on. 
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DAVIES 


ARE s Tales 


am not one of the most enthusiastic ad- 

mirers of the novels, including The 

Good Earth, written by Pearl Buck. 

Nevertheless, a friend who was read- 
ing one of her books, The Three Daughters of 
Madame Liang, was struck by the parallels 
between the 4 June atrocities around 
Tiananmen Square in Peking and her ac- 
count of the 30 May incident of 1925 on 
Shanghai's Nanking Road. 

The passage describes a crowd of stu- 
dents, shouting and waving sticks at police- 
men, who were in the service of the “foreign 
devils” of the city's International Settlement. 
The police threatened the students that they 
would shoot into the crowd if the students 
did not disperse at once — which of course 
they did not. The account, by Madame 
Liang to her three daughters, continues: 

"The students swarmed about and the 
police shot into the air above their heads. 
Again the police warned, and when the stu- 
dents refused to move away the police shot 
their guns into the crowd. Several students 
were killed . . . To the Chinese, no law 
could excuse the killing of students, who 
were members of our educated elite. We 
believe that laws are only for the control of 
criminals. These were students, not crimi- 
nals. It meant nothing to us that legally, ac- 
cording to Westerners, the police were 
within their rights . . ." 

The incident provided an impetus for 
Chiang Kai-shek's expedition to put down 
northern warlords who were opposing the 
Nationalist revolution. Pearl Buck's account, 
whether one accepts her version of Western 
or Chinese attitudes, makes Tiananmen an 
outrage in anyone's language. 


à 


In Times of Great Chaos is another book 
with a timely title. It has just been published 
in Hongkong and provides an eloquent re- 
minder of the disruption and suffering 
brought to ordinary families by revolutions 
and of the human flotsam and jetsam 
thrown up on the shores of Hongkong in 
the aftermath of China's almost cyclical 
bouts of turmoil. Proceeds for the book, 
which costs HK$195 (US$25), will go to 
Helping Hand, a charity founded in 1978 to 
provide shelter and care for Hongkong’s 
homeless elderly. Today it manages 15 
homes, five of which provide nursing care. 
It is a far cry from the usual commemora- 
tive book published by charitable institu- 
tions. It consists of dozens of accounts of the 
sold people's heart-rending experiences of 
how they came to their present plight, given 
in their own words. It includes the first-per- 
ewson stories of people born in poverty, 
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of farmers, coolies, 
gangsters, former drug 
addicts, nightsoil col- 
lectors and of a few 
who have descended 
from power and riches 
to abject misery. 


Such a collection 
of stories could make 
for depressing read- 
ing, but what shines 
through the accounts is 
the enormous resili- 
ence and hope of the 
refugee, even of the 
old dependent on others for food and 
shelter. The text of the book itself is a 
magnificent history of the turmoil of 20th- 
century China, but it is only part of the 
volume. Each account is accompanied by a 
full-page, colour portrait of the old man 
or woman of the story. For some reason the 
man who took most of these photographs 
has preferred to remain anonymous (which 
is taking modesty to a great extreme, for 
the pictures are wonderful). They too re- 
flect the tough good humour of the pro- 
tagonists. 





The moving spirit behind the book was 
Christa Tisdall, the German-born wife of a 
Hongkong lawyer who first came to Hong- 
kong as a Mandarin-speaking journalist, 
which is when I first met her back in the 
early 1960s. Once she had accomplished the 
business of becoming a mother of two girls, 
Olivia and Nicola, she also became devoted 
to the cause»of the lonely old men who rent- 
ed caged bed-spaces in Hongkong tene- 
ments. Thus Helping Hand was born, with 
Christa as'the moving spirit. This book 
makes a fitting memorial for her: tragically 
she died last April after a long illness. 
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The topicality stakes, however, have 
been won by the REVIEW's former art direc- 
tor, Morgan Chua, who has produced a 
book of his cartoons devoted to the events 
around Tiananmen Square in early June. It is 
simply entitled Tiananmen. Morgan obvi- 
ously feels passionately about the crack- 
down and his drawings elevate the students 
and workers to the status of revolutionary 
martyrs for democracy, and display hatred 
and contempt for the old men who ordered 
in the tanks against them. The book reflects 
Morgan's great strength as a Chinese 
graphic artist operating within the Western 
tradition of political caricature. 


How many REVIEW readers remember the 
songs of Hoagy Carmichael, one of the great 
song-writers and pianists of the 1930 and 
1940s? Not very many, I must sadly sup- 
pose. However, Washington's Smithsonian 
Institute has recently collected his works on 
tape and CD discs. . 

One of his numbers concernéd the trou- 
bles of “a very unfortunate coloured man 
who was arrested down in old Hongkong." 
He had had privileges taken away from him 
because he "kicked old Buddha's gong." He 
was engaged in thumping a piano "just to 
raise the price of a ticket to the Land of the 
Free." According to the chorus, he needed 
"someone to love him, needed somebody to 
care." 

The re-issue of the song should strike 
some sympathic codes in old Hongkong 
these days, where the inhabitants have had 
the privileges of British protection and the 
right of abode taken away from them, who 
have dared (by demonstrating en masse 
their sympathy for thelr pro-democracy 
compatriots in Peking) to kick the gong of 
the old Buddha who still rules China and 
who are thumping away just to earn ghe 
price of a ticket to the land of anyone who 
cares enough to offer refuge. a 
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40 years of communism has produced progress and disaster 


Standing giant stumbles 


ommunist China's 40th birthday party — on National Day, 

1 October — was to have been a festive occasion, celebrat- 

ing the achievements of the past four decades and new 

victories to come. In preparation, the leaders in Peking de- 

creed a great clean-up to celebrate the day in 1949 when Mao 
Zedong declared “the Chinese people have stood up.” 

But those words now have a bitter irony. The Peking clean-up 

was an unusual one. Charred hulks of burned-out buses, trucks and 


tanks were hauled away, pock-marked 
walls patched, broken windows replaced. 
Steel and concrete road dividers which had 
been twisted and bent are now straightened 
and freshly painted. Giant machines labour 
late into the night, grinding away the ridged 
scars Cut by tank treads in the surface of the 
streets. 

Dissidents, rebels and trouble makers 
have been arrested by the thousands. 
A funereal calm lies over Tiananmen 
Square, now sealed from the public 
ind guarded by armed soldiers. But 
the memory of still hangs over 
he city from the night of 3-4 June when 
People’s Liberation Army troops fought 
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By Robert Delfs in Peking 
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their way into Peking to suppress unarmed demonstrators. 

We may never know how many péople — saldiers, citizens and 
students — died on that bloody night in June, or later in prisons, 
hospitals or before firing squads. 

But in the end the numbers scarcely matter. What really died that 
night were the bonds of trust between a regime and its people, who 
40 years ago embarked together on a great historical experiment to 
remake themselves and their future. 


That mission had been conceived 30 
years earlier, sparked by another student 
demonstration in support of democracy 
and science. The communist party in China 
was born out of the movement for national 
salvation born on May Fourth, 1919, when 
China was indeed a "pitiful, helpless 
giant,” its former imperial splendour 
squandered, divided into small areas of 
dominance by rival warlords, its richest 
cities fallen under foreig? rule, its great riv- 
ers and ports patrolled by foreign warships. 

The bullets fired on 4 June were un- 

, intended to protect a revolugon 
that had already been irrevocably won. The 
party's ageing leaders, loyal to their revolu- 


47 


tionary ideals and Leninist discipline, weaken rather that 
strengthened the vision of a strong, united and democratic China 
which alone once made those ideals and that discipline seem plausi- 
ble and necessary. 

It was not the first nor by any means the worst such betrayal. 
That dubious accolade remains securely attached to the Cultural 
Revolution and its aftermath, a decade of horror during which mil- 


e lions suffered as the party, seeking to recover the purity of a half-im- 


agined revolutionary past, consumed itself and its subjects in an 
orgy of self-destruction. 

China's now ageing present-day leaders mostly opposed the 

Cultural Revolution and in some cases suffered bitterly during it. 
Trading on their status as fellow victims for more than a decade, 
the party credits itself for bringing that period of chaos to an end, 
correcting its own mistakes and restoring its nation-building mis- 
sion. 
But the credit in that account is now exhausted. The results of 
decade-long efforts to convince the Chinese people that it would 
never again sacrifice national interests to 
abstract revolutionary goals were shattered 
in a single night. So too has the party’s confi- 
dence in itself been lost, hopelessly divided 
over responsibility for what has happened, 
and many of its best and brightest have 
escaped into exile or face purge and dis- 
grace. 

The communist revolutionaries who 
proclaimed the People’s Republic of 
China on 1 October 1949 were the im- 
probable victors of a bitter armed strug- 
gle that had lasted for more than two 
decades. Their forces had been deci- 
mated in the course of their escape from 
their rural base area in Jiangxi in the 1930s, their urban organi- 
sations already driven underground and largely exterminat- 
ed. 

The eventual communist triumph was a fairy-tale ending born of 
inspired planning, desperate sacrifices, stupendous incompetence 
and corruption on the part of their rivals, the Kuomintang of Chiang 
Kai-shek. 


apan's invasion was by no means the least important factor in 

the communist victory. A tragic event for China, it fortuitously 

benefited the communists. Establishing of guerilla armies and 

effective base areas behind Japanese lines in northern China, 
the communists rebuilt their military and organisational strength, 
created a solid base of rural Support, particularly among poor and 
landless peasants and won considerable national and international 
prestige. 

Despite its cruelty, tragic mistakes and unnecessary suffer- 
ing, China's revolutionary experiment has in many respects 
been an outstanding success. It has 
succeeded in fundamentally trans- 
forming the Chinese nation and so- 
ciety in ways that no sober onlooker 
in 1949 could have easily credited, 
nor the communist leaders them- 
selves fully imagine. 

The bruised and war-torn, pov- 
erty-stricken "sick man of Asia" is 
today a potent regional and by some 
measures even a world power. Se- 
cure within its own borders and 
possessing its own nuclear wea- 
pons, China's size and potential mili- 
tary might dominate the geopoli- 
tica map of East Asia and play a 











China’s immense population of more than one billion people 
though still extremely poor by international standards, today enjoy 
material security and a standard of living inconceivable only a fev 
decades ago except for the privileged few. 

In 1952, after the immediate post-war recovery was largely con 
pleted, China's per capita GNP was still only one-fifth of the Sovi 
Union's in the late 1920s, and per capita output of key industrial prc 
ducts such as iron and steel less than 10%. Industrial developmer 
was largely limited to a few coastal cities and Manchuria and foreig 
trade neglible. China's economy relied mainly on animal an 
human energy. 

Today China is one of the world's largest economies, with an ir 
dustrial labour force of more than 96 million. Annual GDP growt 
since 1965 has averaged more than 7.8% — better than 5.4% per yea 
in per capita terms, according to World Bank estimates, and one c 
the fastest rates of growth experienced by any large or medium 
sized developing country. 

In 1952, each hectare of cultivated land supported nearl 
2 two people — three times as large a burde: 
2 as India. Since then, China's population ha: 
R nearly doubled while its agricultural lanc 

base has steadily shrunk. One hectare of cul 
tivated land now must support more thar 
nine people. 

Despite this, China's per capita graii 
production today is nearly one-third highe 
than in 1952 (and more than 80% abov 
1949). Daily nutritional supply of 2,600 
2,700 calories per day is the highest o 
all low-income developing countries 
Widespread famine on the scale that wa 
once frequent in China has been experi 
enced only once since 1949, during th: 

"three bitter years" of 1960-62. Life expectancy at birth whicl 
reached 69 years in 1987 is higher than most middle-incom 
economies. 

For more than a decade, moreover, China has enjoyed a gener 
ally stable government and political climate. Under paramoun 
leader Deng Xiaoping, China has experienced booming economi 
growth and rapid, sustained improvement in living standards, basi 
cally uninterrupted by fratricidal political campaigns or doomed col 
lectivist fantasies. 

More than 410 million persons — about 37% of China's popula 
tion — are less than 20 years of age. They are the first generation ii 
China since the 1830s to grow up in a China untouched by foreig: 
invasion or suffering serious famine or malnutrition, most of them a 
least one rung up the ladder from grinding poverty. 

But the rest of the world failed to stand still while China sacrifice 
to realise the communists vision of modernity, modelled on the war 
time socialist economy of the Soviet Union under Stalin. Wher 
China finally awoke from the nightmare of the Cultural Revolution 
the lengthening gap between itsel 


Per capita grain production Š and its dynamic East Asian neigh 


= bours seemed to far outweigh thi 

distance it had come from its ow1 

past. 
Only a very few in China today 
none of them young, compare thei 
own lot with the deprivations of thei 
grandparents and thank the party fo 
what it has accomplished since 1949 
Realistically or not, Chinese today 
compare their material standard o 
living, political freedoms and oppor 
tunities for personal fulfilment witt 
those enjoyed by *their compatriot: 
in Taiwan and Hongkong, and by 


Hypothetical 
2% per year* 


crucial role in the global strategic ba- people in Europe and the US — anc 
lance. they want the same. E 
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Innovative and technically leading 


Machinery, 


Plant, 





Material handling 


components 

Electric motors, control 
systems, hoists and travel units, 
control pendants, busbar lines 


Cranes and handling 
equipment 


Cranes, load handling attach- 
ments, storage and retrieval 
machines, handling systems, 
controls 
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Metallurgical plant 


and equipment 
Integrated works, BOF and EAF 

steel mills, secondary metallurgy, 
CCP's, electromet. facilities, dust 
collecting and recovery systems 





Tube and pipe- 
making facilities 
Plant and machinery for the 
production of seamless and 
welded tubes and pipes, and 
hydraulic presses 

















Mobile cranes 
Lattice-boom and telescopic 
cranes, pneumatic tyre or 
crawler-mounted; mobile harbour 
cranes, industrial yard cranes, 
railway cranes 


Construction 
equipment 
Hydraulic excavators, cable- 


operated hydraulic excavators, 
pavers, side finishers 
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Plastics machinery 
Machines and integrated 
injection moulding systems 


Systems engineering 
Storage, order picking, 
transport systems, planning and 
implementation of integrated 
handling installation 


Compressor equipment 
Dynamic or positive-displacement 
machines for air or industrial gas 
compression, rotary vane com- 
pressors and vacuum pumps, 
vacuum distillation systems 


Rolling mill 


engineering 

Rolling mills for sections, 
beams, rod, strip, plate and 
sheet, and strip processing 
lines 
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Pneunfatic equipment 
Compressors and equipment 
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Rural reforms 
outstrip those 
in the cities 


By Louise do Rosario 


or the past 40 years, China's economy has made admirable 
F progress but it is still far from being a robust model for its 

times, despite the sacrifices and suffering that have marked 
the country's modern history. 

In absolute terms, China's economy is a global giant. It is the 
world's leading producer of grain, cotton, fertilisers and other com- 
modities, as well as a world heavyweight in terms of industrial out- 
put and GDP. But when these achievements are divided among 1 bil- 
lion people and when the level of efficiency is compared with the 
rest of the world, China's progress has been limited and its prospects 
offer little cause for celebration. In terms of per capita GNP, China 
ranked as the 18th poorest country worldwide in 1987, according to 
the World Bank. 

By most international yardsticks, China is a low-income, agrarian 
country plagued by problems typical of the Third World. These in- 
dude: immense population pressures, a low level of efficiency, a 
shortage of capital, technological backwardness and weak infra- 
structure. 
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elements were liquidated. | 


Irem ME : 


na intervened in the Korean war in 


‘October 1950 as’ UN troops reached the 
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Sino-Korean border. By mid-1951, China 
_ had pushed the UN forces back toa line near 
.— the 38th Parallel. The conflict led Washing- 
= ton to deploy the US 7th Fleet inthe Taiwan. 
> occupy — Straits in defence of Taiwan, effectively com- 

ia, of mutual hostility that would persist for two _ 


: over their land and tools to the collective, re- out 
ceiving pay in the form of work points. Pri- den 
vately owned urban factories, restaurants atta 
and shops were converted first into joint 
state-private ventures, then in 1955 into 
_ State-owned enterprises (in most cases pay- 
ing compensation to former owners). 


.KoreanWar .— .. With the completion of the state take- 
tion of an emerging Stalinist-model socialist 
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China also suffers from weaknesses typical of a centrally plar 

socialist economy: low work morale, heavy subsidies, di 
prices, constant rationing, wastage, excessive political interferen 
and weak economic accountability. 

In evaluating China's economic performance, one questio 
curs. Could China have made better progress without the s 
system? Put another way: do the size of the country, its po 
üon pressure and other constraints militate against rapid develo 
ment? i 

Critics comparing China with its successful Asian neighbours s 
an obvious curse in socialism, which has yet to produce an econom 
miracle anywhere in the world. Their strongest argument is that t 
people of Hongkong, Taiwan and other Overseas Chinese, shari: 
the same cultural heritage as their mainland counterparts, displ. 
much more entrepreneurial flair, individual industry and gen 
economic dynamism. d 

But socialism, its defenders argue, has brought China relative 
equality, cheap social-welfare benefits and an economically stable 
low standard of living. But few would dispute that it is a system tha 
breeds indolence and protects the incompetent. E 

China's recent economic performance reveals how much pote 
tial the country has when socialist ideology and political dogmas are 
eschewed. In the past decade, the longest period in communist. 
China when economic development has dominated Pekings . 
agenda, the country's annual average GDP growth was 10.4% from 
1980-87, the highest in the world after Oman (12.7%) and Botswana a 
(13%), according to the World Development Report 1989. CINES 

The political turmoil of recent months has confirmed that China's . 
political structure and ideological commitment — not resource scar- a 
city or an unfavourable global economic environment — often pre- - 
sent the biggest obstacle to the pursuit of modernisation. China can- 2 
not, as its fast-growing Asian neighbours could on their pathtopros- . 
perity, just promote whatever is good for productivity. The policies 









system came the rise to political prominence. 
of a group of party bureaucrats centred. 
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* overtly capitalistic. 


it adopts must not conflict with the 
basic orthodox tenets of socialism to 
which conservative Chinese leaders 
are so attached. These include the 
dominant role of the public sector, 
the supreme status of the party above 
the law and public supervision, and 
the rejection of institutions that are 


Disgraced party general secretary 
Zhao Ziyang’s strategy was to initiate 
evolutionary change: to let the econ- 
omy outgrow the central plan, the 
non-state sector to surpass the state 
one, and the market to supplant ! 
bureaucrats in the allocation of re- RUS AULA RE R 
sources. But all these were aborted 1949 1954 1959 — 1964 
by the April-June political upheaval. 
The social and political consequences 
of a decade of economic liberalisation 
confronted the party with a choice of 
either moving with the times or maintaining its monopolistic posi- 
tion in all sectors of society. It chose the latter and thus ended ab- 
ruptly another chapter of reform. 

The basic contours of China's centrally planned system, model- 
led on the Soviet Union's, were well established by the mid-1950s. 
Central control is exerted through three main mechanisms: the cen- 
tral or provincial allocation of important raw materials such as ce- 
ment and steel; the state fiscal and banking system through which 
capital is distributed; and the control on prices, wages, foreign trade 
and other important economic sectors. 

5tatistically, the communist party's development strategy did not 
do too badly even before the advent of the reformists. From 1952-79, 
YEARS OF 
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Gross grains production 
^ uU 





-— Rice === Wheat === Corn 


$ China's industry grew by an annual 
* average of 12.3%, while agricultural 

growth was 2.7%. 

But these achievements were 
made at the expense of the popula- 
tion, especially in rural areas, whose 
produce was priced artificially low 
to subsidise industry. In 1975, the 
annual consumption of the average 
Chinese was 190 kg of grain, 1.73 
kg of edible oil, 7.63 kg of pork, 
1.63 kg of eggs, 7.62 m of clothing 
and 101.98 kg of coal — the same as 
(for some products, in fact, even 
lower than) that of the 1950s. For 

ETTET TA every 10,000 people, there were only 
19/4 1979 1984 89 watches, 61 bicycles and 78 radio 
sets. 

In typical Stalinist fashion, large 
sums of money were channelled to 
investment, especially in heavy in- 
dustry, while wages, agricultural prices and consumption were 
kept low. From 1965-80, China's gross domestic investment grew 
by an annual average of 10.5%, one of the highest rates in the 
world. 

As a result, China's industrial growth remained high, despite all 
the disruptions caused by successive political convulsions. From 
1957-79, the real industrial net growth was an average of 10.2% a 
year, reported the World Bank, far above the average for other low- 
income countries (5.4%) and well above that for middle-income 
countries (7.5%). Almost the entire range of modern industries 
has been set up, with major plants built in every significant 
sector. 
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COMMUNISM 


me of sober, planning-based Soviet-style 
economic development, Mao decided that 
China could rapidly develop both industry 
and agriculture through more extensive 
rural collectivisation and decentralised eco- 
nomic decision-making. 

By the end of 1958, almost all of the rural 
populace had been incorporated into some 
25,000 people's communes. The communes 
were intended to swiftly inerease agricul- 
tural output by imposing military-like or- 
ganisation and labour discipline. The com- 
munes were also used to mobilise workers 
for immense labour-intensive projects such 
as dams and irrigation systems. Industrial 
output targets were revised upwards sharp- 
ly, and localities established many small 
"backyard" factories to produce steel and 
other goods. 


Revolt in Tibet 

Widespread resistance to China's reas- 
sertion of control over Tibet had in turn led 
to Chinese reprisals and reinforced military 
presence. Mass demonstrations in Lhasa in 
March 1959 culmimated in open rebellion, 
which was suppressed by Chinese troops. 
The Dalai Lama, Tibet's religious and secu- 
lar leader prior to 1950 escaped to India. 


The Dismissal of Peng Dehuai 

With extremely favourable weather con- 
ditions, China experienced a record harvest 
in 1958 which initially reinforced Mao's stra- 
tegy. The extent to which the Great Leap 
was creating serious dislocations in both 
agriculture and industry became apparent in 
1959. After minister of defence Peng Dehuai 
sharply attacked Mao's policies at an en- 
larged politburo session at Lushan in the 
summer of 1959, Mao responded by 
threatening to appeal for direct support for 
his policies from the military, and if neces- 
sary even to return to the countryside and 
lead the peasants in a new revolution. 
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Unwilling to decisively overturn Mao’s 
leadership, the politburo acquiesced in the 
purge of Peng and other prominent critics of 
Mao as members of an “anti-party clique.” 
At the same time, Mao accepted the neces- 
sity of major adjustments to the people's 
communes. 


Sino-Soviet Split 

Under the Sino-Soviet treaty signed in 
1950, Moscow had extended loans, technical 
assistance and sales of military equipment to 
Peking, which essentially built its gov- 
ernmental, industrial and military systems 
on the Soviet model. Nikita Khruschev's de- 
Stalinisation speech in 1956 and the sub- 
sequent upheavals in Poland and Hungary 
shocked the Chinese, who felt Moscow’s 
apparent willingness to compromise with 
the West undercut their position vis-à-vis 
the US over Taiwan. Moscow, in turn, was 
contemptuous of China's abandonment of 
the Soviet model of economic development 
in the Great Leap and claims to co-equal 
status within the Communist bloc. 

Peking's fears were strengthened by 
Moscow’s qualified support for China dur- 
ing the Taiwan Straits crisis of 1958. The fol- 
lowing year, Khruschev abrogated an agree- 
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Productivity, meanwhile, had stagnated since the late 1950s. 
From 1952-81, the annual average growth of industry, capital and la- 
bour productivity were 6%, 11.6% and 2.6% respectively, estimated 
Li Qing, an economist at Linging City Economic Research Centre in 
Shandong. In an essay illustrating the widening economic gap be- 
tween China and the rest of the world, Li said these data indicated 
that China’s total factor productivity had actually declined by 0.3% 
per year during that period. In contrast, those of developed coun- 
tries and even the Soviet bloc countries grew by 49% and 35% re- 
spectively. 

But historical fate took China down another development path, 
providing it with a chance to catch up with the rest of the world in 
the late 1970s. Reform began in the countryside, with the raising of 
procurement prices of agricultural products, the abolition of man- 
datory production quotas and the leasing of plots of land to farmers 
for an average of 15-20 years. 


hile the success of rural reform has been phenomenal and 

well-documented, urban reform has never made enough 

headway to generate its own momentum. Instead, it has 
led to, at least in the short term, excessive investment, wage and 
bonus explosions, inflation, budget deficits, import hunger and ris- 
ing foreign debt — problems also common to East European coun- 
tries once they tried to restructure their economies. Amid rapid de- 
centralisation and the liberalisation of economic decision-making 
powers, Peking could not establish a new form of control to replace 
the old administrative ones. To make matters worse, the overheated 
industrial performance has coincided with the sluggish performance 
of agriculture since 1984. After successive years of bumper harvests, 
agricultural output of most important commodities has reached a 
plateau. 


doned reforms of the 1950s. The early enterprise reform in Sichuan, 


| urban workers. 
| 1960-62 
| Sino-Indian War 

















tries, 


[1982-65 


After Peking launched an open ideological 
attack on Soviet “revisionism” in 1960, Mos- 
cow withdrew its advisers and techr ical ex- 








etreat from Radicalism and 
' ee Bitter Years" | 

ensive drought in 1960-61 and other 
[Sas serbated the agricul- 
. Grain production plummeted 





il ll on tonnes. At least 10 million 
c án the famine over 1960-62. In- 
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The initial industrial shake-up was an extension of the aban- 


dustrial production, already suffering from 
the dislocations of the Great Leap and the 
withdrawal of Soviet technicians in 1960, 
was further affected by major shortages of 
raw materials and lack of sufficient food for 


| The Tibetan revolt in 1959 heightened 
< tensions over conflicting territorial claims be- 
- tween India and China. Peking launched 
| two brief but devastating attacks on Indian 
. positions in late 1962, followed by a unilat- 
‘eral ceasefire and withdrawal to the 1959 
line of actual control between the two coun- 


Er me m g ine Struggle Between Two Lines 
.. The disaster of the Mao's Great Leap 
strengthened the position of the part 
bureaucrat group headed by Liu Shaoqi and 
Deng Xiaoping, who sought to establish a 
collective leadership to curb Mao's influ- 
ence. Mao launched a counter-attack at the 
h Plenum in September 1962, demand- 
ing that collectivist policies be strengthened 
and measures taken against a restoration of 
capitalisme The result was a stalemate: the 
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for example, was derived from the 1962 "Seventy Articles on Ind 
try." It was only in 1984-86 that the boldest and most comprehen: 
urban re-think was adopted. On the agenda were reforms for b; 
ing, foreign trade, investment, distribution and pricing, and e 
changes in the ownership of state enterprises. In contrast to the 
lier strict ideological definition of the market's role as a suppleme 
to the plan, the market was perceived, especially among young radi 
cal economists, as the most efficient way to distribute scarce coi 
modities and solve other economic problems. 

But China's brief flirtation with the market backfired in many 
tors because of the lack of supporting measures and because of 
many distortions inherent in the system. Opening up the market f 
profitable cash crops, for example, has led to trade wars, pees 
protectionism and wild speculation. 

At the centre of the radicals’ programme was reform of state en 
terprises, extending increased autonomy and incentives to thes 
basic units of the economy. But the huge bureaucratic hierarchy run 
ning the enterprises stubbornly clung to its power, so that factor or 
managers today still have only limited power over investment, th 
disposal of self-retained funds, staffing levels, pricing, marke n 
and the annual production plan. m 

Price reform has also made little progress, despite periodic at 
tempts to adjust prices to a more reasonable level. A so-called dou 
ble-track pricing system was set up in 1984 to enable fixed price 
to be decontrolled and be closer to the free-floating market prices 
But bureaucrats, in charge of scarce commodities and newly estab- 
lished trading centres, have used the price differentials to their own 
advantage, leading to rapid price increases and corruption. Since 
September 1988, Peking has re-imposed price ceilings and 
monopolistic distribution, thus putting price reform on hold indefi- 
nitely. 

If prices remain distorted, enterprises inefficient and party 
bureaucrats continue to dominate economic management, what is 





























party decided to endorse Mao’s princip 
but Liu and Deng's gradual dismantling, of 
his policy continued. 
The clash between “Maoists” and “Live 
ists" within the leadership intensified. in 
1963-64, including differences over cultura 
policy, education, and internal party orga 
sation as. well as rival models of econo 
development. In 1965, the politburo reje 
Mao's demand for a rectification campai 
against the play The Dismissal of Hai Ru 
iinly disguised critical commenta 
Mao's 1959 purge of Peng Dehua 
chen left Peking for Shanghai tol 
attack on his critics from outsid tl 
— 

















he legacy of the decade-long rapid economic liberalisation? 
The major changes which have far-reaching implications yet to 
e fully comprehended include: 

» The decentralisation of administrative power in budget-revenue 
haring, resource distribution, foreign trade and investment. 

* [he shift of a significant portion of wealth from central govern- 

nent to individuals, enterprises and local governments, from tradi- 
onal industrial areas such as Shanghai and the northeast to boom- 
ng coastal and southern provinces, and from the state sector to non- 








he engine pa grow do pesi on the fier increase in taxes, the 
umber of jobs, output and profits. 
" A massive freeing of surplus rural labour from agriculture to in- 
ustry for the first time in China's history. 
> The increased expectations of a populace which has enjoyed a 
onsistent rise in the standard of living for 10 years. 
. The sum total of all these momentous changes is that the Chinese 
conomy has become more mixed, more cellular and more difficult 
central planners to control than before. 
< The present leadership's response to this more complex eco- 
nomic situation is to re-centralise controls in areas where still possi- 
ble, tackle problems as they arise with heavy administrative 


' measures, and aim for stability rather than growth and effici- 


QD 0IKCV. 
«s. There is no vision or ambitious goal behind such a strategy but 
|... central planners will find a steady if slow-growing economy easier to 
ae manage than the overheated one which has plagued them since 
1984. The most likely scenario in the foreseeable future, therefore, is 
not a much-predicted imminent economic collapse, but prolonged 
stagnation that, as illustrated in the case of Eastern Europe, could 
easily last for decades. Ls 
— E | over China. 
~ultural Revolution” | — Attack onparty 
bureaucrats, formation of Red Guards 
-Mao's attack on the orthodox party 
ureaucrats who had supplanted his leader- 
ship initially focused on purification of cul- 
tural and educational policy, but the target 
f the campaign quickly broadened to en- 
mpass ’ "power-holders i in the party who 
ke the capitalistroad.” e 

A last-minute attempt by Liu and Deng 
to ease Mao out of the leadership by conven- 
r ‘special: central committee plenum in 
yen 966 was blocked by military forces 
e l Lin Biao. With Lin S 


Maoists foa 














also. mobilised aiman, n 
chool students to attack teachers 
t r leaders. These Red. Guard 





s der attack: by “Maoists, ‘occurred all 





By early 1967, after Lig, Deng. dnd most 
of their supporters i in the central leadership 
had been humiliated and pi 
used their attention on local 
party organisations. In the provinces and 
countryside, however, there was mass re- 
sistance to the Red Guards, ind 

rganised by local party leaders, 5, leading 
ili ita Ray is ‘intervention. 


“Cultural CERE Il — Civil An 
and military interv ention - 


Mao's s January d directive. to] [ Lin calling o on 





Workers study Mao's thoughts. 
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Peasants' lot a 
z happier one — 
= but a long road 


By Elizabeth Cheng 
fter 40 years of communist rule, the social gap between peas- 


ants and urban workers today are as wide as they were in the 
early 1950s, using per capita consumption income as a mea- 
surement of living standards. 

However, within the rural and urban structures themselves, in- 
come disparities have been greatly reduced when compared to the 
pre-revolutionary period. They were further narrowed during the 
period of the Cultural Revolution in the late 1960's. But, ironically, 
during the past decade of economic reforms, social inequality has 
widened again. 

While greater social equalisation has arisen during the early years 
of communist rule, through the removal of the old exploiting classes 
and property ownership as well as through political education, new 
disparities have now emerged, largely between a bureaucratic élite 
and the people, and between entrepreneurs and salaried workers. 

Since the revolution the Chinese bureaucracy has increased 
immeasurably in numbers and power. Within this group is an 
élite force of cadres — which generally refer to heads of depart- 


the military to intervene in support of the 
Left brought into the open the divisions 
within the People Liberation Army (PLA) be- 
tween the central military organisation con- 
trolled by Lin and the regional commanders. 
Some local military leaders supported the 
Maoists, others resisted them, while others 
atte Y ple to Tomain neutral. By mid-1967 
: s arn vivons had occurred ird 


urged, the 











uding work- 


















1967 as Ein. M milit ry commanders 
and premier Zhou Enlai began i to cooperate 
to contain the Left. Mao MA TH as ia 
pLA-worker units suppressed R 
ganisations, many of when: Y 
countryside i in 1968-70... 
By 1969, a new party y i 
. coalesced in the form of a. coal dion | 
Maoist leftists, the military © wader jj an. and 
the surviving elements of the state bureau- 
cracy under Zhou, which began: the recon- 
struction of. party and dvi Beven nment or- 
— p. : pai 


Death ot Lin Biao Len qM E | 
Lin died in a plane crash i in. | September 
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ments or sections — enjoying special powers and privileges. 
Whereas before the economic liberalisation of the 1980's, the re- 
wards of influence peddling were rather intangible, now by virtue of 
the cadres' power to approve or reject contracts, they — and their 
children — are in a position to make a lot of money. Many have 
abused their position — fuelling much public discontent — and have 
become wealthy. Some political analysts point out that many of 
today’s bureaucrat capitalists are children or relatives of former 
capitalists who had been condemned during the Maoist era. 
Chinese leaders are reluctant to confront such new contradic- 


tions for fear that a critical analysis of the 
socialist bureaucracy would lead to an abro- 
gation of the system itself. Instead, they 
have found it easier to attribute public dis- 
content, such as the ill-fated student demon- 
strations this vear, to foreign bourgeois lib- 
eral influence. 

Few people, especially in academic dis- 
cussion, in China today speak in terms of 
classes, but of “strata.” One Chinese official 
told the REVIEW that since the socialist revo- 
lution has eliminated the propertied classes, 
the old class definitions were no longer re- 
levant. 

So, has four decades of socialism im- 


proved the lot of China's biggest stratum — the peasantry? Indeed, 
the proportion of working peasants to overall workforce has steadily 
declined over the 40 vears of communist rule — to an officially esti- 
mated 60% by 1987 — down by as much as 10% from 1978. The fig- 
ure includes not only those involved in farming but also those work- 
ing in forestry, animal husbandry, fishery and water conservancy — 
so that the actual percentage of land tillers would be even smaller. 

In some coastal areas the peasantry has shrunk below the na- 





Lin Biao before the fall. 


1971 after a failed coup d'état, prompted by 
> his failure to secure his position as Mao's 
.. successor. Lin's death and Mao's progres- 

sive withdrawal from involvement - 





u domestic affairs strengthened the posi ition: of | 










.. moderates led by Zhou. Despite opposition 
from radical leftists, Zhou was able to en- 
gineer the gradual restoration of rational 
economic p policies and rehabilitation of part; 
officials purged during the Cultural Revolu- 
.. tion, culminating with Deng who resumed 
: his = as VOS prena in 1973. : 
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China’ s foreign trade 
uss billion — 


ONHO Ottis 






changed. 


lial Soviet military threat heighten- 


-ed after border clashes along the Ussuri 
- river in 1969, intensifying a debate over 
| Strategic realignn 
ship. Lin Biao, while still defence minister, 
called for improving relations with the 
. Soviet Union to counter US imperialism, 
-. while moderates led by Zhou, with increas- 


yent within the leader- 





ing support from Mao, argued for coopera- 


- | E tion with: the US to check Soviet expansion 
` in Asia. 


The progressive weakening of Lin’s posi- 





* tion within the leadership and US moves to 





wind down its involvement in the Vietnan 
war facilitated the victory of the mc erates, 








which culminated in US president Richar 


Nixon’s visit to China and the signing of the 


Shanghai communiqué in February 1972. 
This fundamentally redefined the politico- 


military contours of East Asia and laid the. 
basis for China's open door policies of the 
1980s. 


1976 
Tiananmen riot and arrest of 
Gang of Four 
Hua Gaofeng became premier in Feb- 


ruary 1967 following Zhou's death, and rad- 





cal elements in the leadership mounted a 


new attack on Deng, apparently supported 
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Owing to rapid industrialisation of coastal cities, 
come scarce, making it necessary to employ people from rural areas. 
Peasants employed in cities, thus could receive temporary hukou; - 


tional average. In Jiangsu, one of China's wealthiest provinces, 
example, the official estimate for 1986 was 50% of the workfo 
were peasants — comprising only full-time farmers, and exclu 
those who work part or full time in rural industries. | 
The dwindling farming population is the result of a consci u 
state policy of pursuing industrialisation at the expense of agri 
ture. Ever since the 1950s, state investment in agriculture has 
considerably less than investment in industry, and has fallen 
reaching a peak i in the mid-1960s-70s. In fact, bank investment 1 
farming in the first quarter of this year has continued to fall despi 


exhortations from top leaders to shore u 
agriculture after the grain shortage crisis la: 
year. 

In recent years, especially, banks hav 
made it easier for farmers to obtain loans for 
industrial enterprises than for farming pu 
poses. This has led many peasants to leave 
their farms in favour of setting up rur 
processing industries or migrate to the 
cities for work. Such mobility has been facili- 
tated by a more liberal administration in the 
1980s. 

Before 1980, hukou (household Heide 
tion) was strictly enforced — people were 
not encouraged to find work outside the 


area where they lived. Today, particularly in China's more open pros 2 
vinces, like Guangdong, identity cards are replacing hukou in impor — 
tance. An identity card enables the holder to live and work tempora- - : 
rily in any area of his choice though his hukou will remain un- 





labour has be-- 













by Mao io was by then seriu ill. |. Th 
removal of wreaths memorialising Zh 
from Tiananmen Square sparked a massi 
anti-radical demonstration in April. Deng 
was blamed for the riot and removed from 
posts as vice-premier and member of the 
politburo |. standing 
only his party membership. 

Shortly after Mao's death in September 
Hua — Tor the arrest of Mao's wido 






on of A he r 3» Hua 
| arty chairman. in agree .D 






hich entitles them to most of the benefits of urban hukou, without 
hanging their peasant status. 
It is still difficult for a peasant to transfer his hukou to the city. Most 
oung peasants aspire to city life. In Guangdong there are three 
Bitimate ways open to peasants who want to make such a move: 
P College education. 
` Marriage to certain types of professionals such as doctors and en- 
neers. 
P Using foreign exchange to buy a house in the city. 
~~ Should a student qualify for college education, he will be able to 
get his hukou transferred to the city. Teaching colleges are preferred 
by poor peasants over other kinds mainly because food and lodgings 
there are fully subsidised by the state. 
. The de-collectivisation of agriculture in the 1980s with the advent 
of the contract responsibility system gives farmers more flexibility in 
growing what they want. Thus, the quality of life should have im- 
proved for all with perhaps the exception of those who live in remote 
areas far from main transportation routes. Thus, regions on China’s 
eastern seaboard tend to be wealthier than those inland because 
they are more accessible to coastal and international trade. 
. Even within the same province, the disparity can be enormous. 
-A study conducted by the Shanghai government in 1987 equated the 
. . Standard of living among peasants in northern Jiangsu to that of Ja- 
..—panese peasants in the 1950s while at the same time living standards 
of peasants in southern Jiangsu were said to be comparable to Japan 
¿zin the 1980s. 
(s. Although official statistics are often regarded with scepticism — 
^ given the nature of the State Statistical Bureau's (SSB) data collecting 
. method, the quality and reliability of which tend to deteriorate the 
further it gets to grassroot level where producers are often under 
pressure to meet official targets and so the temptation to fudge fig- 
ures is great — nevertheless, they provide some interesting insights 
. into trends. 

























Contention between Deng and Hua 
centred on Deng's advocacy of thorough- 
going economic and educational reforms 
and his status as senior surviving victim of 
the Cultural Revolution vs Hua's increasing 
reliance on Maoist symbols and slogans to 
buttress higown attthority. | 
<o The Third Plenum in December 197 
marked the ascendancy of Deng's over Hua 
and a decisive rejection of Maoist Cultural 
evolution politics. Economic modernisa- 
tion replaced class struggle as the focus of 
work. New Deng allies replaced Hua 
'porters on the politburo. The counter- 
olutionary verdict on the 1976 Tianan- 
Square riot was officially reversed. 5144512] aet 
icum duo eua 























uccessful reversal ofthe Tiananmen — :* 
verdict encouraged new and more 
demands for political liberalisatfon 
emocracy. Activists presented critical 
in other cities as well as establishing 
wunofficialmagazines, — a 
-Under pressure from other party leaders, 
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Democracy wall: led to arrests. 
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of the city: permission needed. 

According to the ssB, by 1987, less than 1% of peasant house- 
holds have a per capita net income of Rmb 100 and below com pared 
with 33.3% in 1978, while 35.7% enjoyed a per capita net income of 
Rmb 500 and above in 1987 compared with only 2.4% in 1978. Dur- 
ing the 1978-87 period, average net income per capita for peasants 
was estimated to have increased 246% to Rmb 463. However, sav- 
ings, which reached a peak in 1984-85 had fallen sharply since, so 
that by 1987, the proportion of savings after deducting per capita liv- 
ing expenditure from net income per capita was back to the level of 
1978. 

SSB figures also show that peasants on the whole now eat and 
live better than they did 10 years ago. While the per capita consump- 
tion of grain has increased only slightly — at 4% in 1987 over 1978 — 
intake of meat, edible oil and eggs have risen by 102%, 139% and 
18176 respectively. In contrast, consumption of vegetables — the 


the US defeat and by Hanoi's growing ties to 
the Soviet Union, ruptured with Vietnam's 
invasion of Cambodia in late 1978. China in- 


sation of lations. Chinese for 
briefly captured four provincial capitals, 
with heavy losses, but failed to force Viet- 
nam to withdraw from Cambodia. — 


Leadership Changesand — 
Economic Readjustment _ | 
Hua was removed from his top leader- 
ship posts in 1980, replaced by Deng allies 
Zhao Ziyang as Premier and Hu Yaoban 
42^. , 5 acting party chairman, while Deng later 
ouo A ET. Pa took the post of chairman of the central mili- 
6 6-6616423-cl66 TË tary commission. However a breaching 
programme for political reforms to separate 
the party and state and establish checks and. 
balances among key state and party institu- 
tions is blocked, and party conservatives. 
liberalisation” in literature and art. = 
Economist Chen Yun sharply attacked 
Hua's ambitious economic policies, launch- 
ing readjustment policies*to cut investment. 
in heavy industry and deficit spending. 














Jeze f 








dd leue d £05 





Wd KE ohak h, 
iY a 


LA vu 


+ ea LICET 






5. OCTOBER 198€ 
















Farm workers: little improvement in pay. 


poor man's dish — actually declined 8%. Most telling of all, perhaps, 
is the 349% increase in liquor consumption in 1987 compared with 10 
years ago. Living space per person, meanwhile, has expanded by 
about 6676 over the period. 

Improvements in urban living standards, by comparison, were 
less dramatic. The annual income per capita of an urban household 
in 1987 was only 100% better than it was in 1978 though at Rmb 916 
it was much more than the peasant income. The urban to rural gap 
in personal consumption is still in the ratio of 2.5:1 in 1987, which 
was about the same as the 1952 score of 2.4:1, indicating that urban- 
rural disparity has not narrowed. | 

For the urban resident, there was somewhat more income left 
over after deducting living expenses. Per capita consumption of 
staples, such as grain and vegetables, has actually declined over the 
1981-87 period, according to ssB figures, while intake of higher- 













China after 199; 


fence for 50 years. 


Campaign Against Spiritual Pollution 

. . Orthodox Marxists among Deng’s politi- 
` cal allies including Chen Yun, Deng Liqun, 
. and Wang Zhen spearheaded a campaign to 
. contain cultural influences from the West 
. and to criticise journalists and theoreticians 
. who had begun to explore concepts of alie- 
~ nation and Marxist humanism. 


tember 1984 provided for Hongkong to be- 
come a special administrative region of 
, continuing as a capitalist 
enclave and theoretically autonomous ex- 
cept in matters of foreign relations and de- 


National Party Conference 


caloried food has increased, such as meat, edible oil, eggs and so 
on. Liquor consumption, as in the rural areas, has also increa Ë 
sharply. | 

Living conditions in urban areas if measured in terms of spac 
considerably smaller than in rural areas — at an average 8.47 m 
1987 compared with 18.88 nv in the village — though it has 
panded by 60% when compared with 1981. id 

In terms of occupations, geologists and surveyors command th 
highest wage, followed by construction workers. The lowest paid 
appear to be those in agriculture, forestry, animal husbandry and 
water conservancy, followed by those in commerce, catering an 
marketing. The 5s, however, has yet to produce comparative dat 
on entrepreneurs’ incomes which are likely to be several times mor 
than salaried workers. | 

Based on 558 figures and other sources, Chinese farm workers i 
1987, with an average wage of Rmb 97 a month in nominal terms 
was only about 70% more than what he was getting before 1949, The 
factory worker in 1987 was roughly estimated to be earning 146% 
more than his counterpart before the revolution. While such figures 
provide an interesting glimpse into an aspect of life, they may not 
necessarily bea true reflection of actual living conditions — for exam- : 
ple, tood subsidies, job and housing security and other state sub- . 
































sidies have become widely available only after 1949. DE 
In general, apart from cadres, and, perhaps, factory workers, few i 
groups of people have continuously benefited from socialist rue. - 
The general peasantry enjoyed a few good years in the early to mide 
20's helped by land reform but suffered famine during the Great 
Leap Forward, which obliterated earlier gains. Intellectuals and pro- 
fessionals were victimised during the Cultural Revolution and it was. a 
only with the advent of Deng Xiaoping’s economic reforms did they 
have a better life. m 
But high inflation in the late 1980s has affected everyone, more so 
those in fixed income brackets, living in urban areas. m" 
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Downfall of Hu Yaobang and campaign 
against “Bourgeois Liberalisation” _ 
Massive pro-democracy student demon 
Strations in Shanghai, Peking and other 
cities elicited a strong conservative backlas 
Hu was forced to resign from his post 
party general secretary, replaced by Zha 
and veteran leaders including Chen, Pen 
Zhen, and Wang Zhen assert their authority 


T 


& by launching a new ideological cam ign 
Agreement on Future of Hongkong argeted against liberal intellectuals in the 
A Sino-British agreement signed in Sep- — party. cod 
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Tensions within Deng’s coalition of refor- 
mists and. veteran pre-Cultural Revolution 
leaders emerged at an extraordinary Na- 
tional Party Conference. It endorsed con- 
tinuing referms, but Chen Yun stated his re- 
servations about excessive reliance on. mar- 


ket forces, corruption, and relaxation of the 
party's political and ideological work. 
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he events of May and June this year exposed enormous 
cleavages within China's ruling élite regarding the nature 


and future role of the communist party. United by the 
experience of victimisation by the Cultural Revolution, 
the Dengist coalition of reformers and anti-Maoist orthodox 


.Stalinists had endured for more than a decade. That coalition no 


- longer exists. 


: Bm 


sive posture, 


=> Premier Li Peng, President Yang Shangkun, Vice-Premier Yao 
_ © Yilin and their backers among the retired former party leaders, have 
. adopted a narrow framework of political orthodoxy which adheres 
closely to traditional Leninist theories of political dictatorship. This 
... Will immensely complicate the task of repairing the damage to the 





Riots in Tibet 7 
Smoldering discontent burst into violent 
noting in Lhasa on 1 October. Six Tibetans 
and as many as four Chinese died in the inci- 
dent, which grew out of a pro-indepen- 
dence demonstration by Tibetan Lamaist 
monks, which sparked new criticism of 
China by human-rights activists abroad. 
Continuing demonstrations and rioting in 
Tibet led tothe dedaration of martial law in 
Lhasa in 1989. 


13th Party Congress — Zhao 
-= Conservative excesses during the cam- 
paign against bourgeois liberalisation and 
trusions into the spheres of economics 
d cultural affairs ultimately backfired. 
aring a major reversal of reforms and in- 
ed innerparty struggle, the party 
leadership strengthened its support for 
o's efforts to limit the scope of the cam- 
yin May was a clear signal that the anti- 
orm tide had been turned. | i 
> at the. congress as originally planned. 
ao, who was confirmed as party general 
secretary, was joined on the committee by 






















_ The pro-democracy demonstrations and their violent suppres- 
Sion have irrevocably polarised China's leadership. It is impossible 
|. to foresee how these events will shape or constrain future political 
= developments. Initially, however, the conservatives who were the 
..; Victors in the internal party struggle have been forced into a defen- 





Young idealists: Mao and Deng. iu 


party's prestige and international reputation. It also limits the party's 


Deng's death. 


ability to respond creatively to the political crises that lie ahead after 


The strength of the liberals, losers in May, extended to the very 
top of the party's formal power structure, including two of the five- 
member politburo standing committee — former general secretary 


Zhao Ziyang and Hu Qili. The fact that the impasse was ultimately 

























and Yao Yilin. Ultra-conservative ideolog 12 
Deng Liqun unexpectedly failed to win elec- 
tion to the central committee, and hardline 
party propaganda chief Wang Renzhi only 
barely scraped in. "E 


Economic retrenchment, reformists 

in retreat UO | 
Public concern over steeply rising infla- 

tion peaked in the summer of 1988 with 

panic-buying in many major cities after the 








position appeared weakened as Li and Yao 
move economic policies back towards Chen 
Yun-style central planning. | 


Peking Massacre and Downfall of Zhao 
Student protests after the death of former 
party general secretary Hu Yaobang in April 
quickly expanded into huge m&ss demon- 
strations in Peking’s Tiananmen Square. 
Party and government officials openly par- 
ticipated in protests for democratic reforms, 
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acting premier Li Peng, Hu Qili, Qiao Shi action against official corruption, and called 


resolved only by the intercession of the elder party veterans suggests 
there was also substantial liberal support within the politburo and 
the central committee as well as other central party organs. 

The liberals represented a spectum of opinion, but shared a com- 
mitment to continuing economic reforms, relaxing ideological stric- 








on Li Peng to resign and Deng to step down. 
More demonstrations erupted in other cities 
hroughout China. | 

The party leadership was split between 






leaders including Chen Yun, Li Xianni 
Peng Zhen and Wang Zhi declared mar- 
tial law in Peking on 20 May, butdemonstrat- 
ors used trucks and buses to block key inter- 
sections on successive nights to keep PLA 
units from entering the city in force. — 
Troops supported by armoured vehicles 
finally forced their way into Peking on the 
night of 3 June, overcoming violent resist- 
ance by demonstrators who threw rocks 
and Molotov cocktails, destroying hundreds 
of tanks, armoured personnel vehicles, 
trucks and buses. Hundreds of dem- 
onstrators and onlookers and dozens of- 
soldiers were killed. Rui Xingwen and Yan 
Mingfu were removed form the party sec- 
retariat. Jiang Zemin replaced Zhao as party 
general secretary. Jiang, Li Ruihuan and 
Song Ping were named*to the politburo 
standing committee. a 
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~ tures and party controls over intellectual life, and allowing a degree 
. of political pluralism. The most radical (some of whom are now in 
_ exile) believed that Leninist-style party rule was no longer viable and 
~ contemplated a Polish-style evolution to genuine multi-party poli- 
tics. 
- Zhao "pandered to the political tastes of a bunch of people who 
. wanted freedom, democracy, and human rights," a pseudonymous 
< critic wrote in the Guangming Daily on 25 August. "He traduc- 
¿"ed and negated the fine traditions of the party's ideological work [by] 
: setting the display of respect, understanding and concern for people 
against the use of advanced ideology to educate, mould and arm 
X * th em ` ff 
- In response to the liberal challenge of May, the conservatives 
have reimposed tight controls on the press and begun a purge of 
< Zhao supporters and participants in the May demonstrations. The 
~ party's fine traditions of ideological work have been restored in the 
form of "criticism-self criticism" sessions and political indoctrination 
. classes. 
- Party leaders have also attempted to link what they officially re- 
= gard as a “counter-revolutionary rebellion" to “hostile Western 
< bourgeois forces [who] have never given up their attempt to subvert 
- the socialist system [and] have always pinned their hope for peaceful 
-evolution on our third and fourth generations,” according to Qiao 
Shi, a member of the politburo standing committee. "Our struggle 
against imperialism's reactionary — , | 
strategy to effect peaceful evolu- — 
tion in China and against 
=- bourgeois liberalisation will be a 
`. protracted one." 
e The conservatives also broadly 
agree that economic reforms 
should be limited to relatively 
minor adjustments that do not 
significantly alter the systems of 
state ownership and central plan- 
ning. China's reforms "are aimed 
at perfecting the socialist system 
. . . not changing the socialist sys- 
tem itself," Li Peng explained to 
Czech visitors on 9 September. "It 
is wrong to think that China's re- 
forms [mean] practising a full 











market economy and developing Wi V Oe Wu s Pole 
in the direction of private owner- Cultural Revolution left party unstable. 


ship." 
Both the liberalising tendency exemplified by Zhao and the or- 


^. thodoxy of Li have, deep roofs in the turbulent history of the party. 


The student demonstrators explicitly evoked the memory of the 
May Fourth Movement of 1919, which was the archetypal example 
of a spontaneous patriotic mass movement, uniting intellectuals and 
common citizens, demanding democratic reforms and assailing an 
incompetent and autocratic government. 

The communist party was born in the spirit of patriotic commit- 
ment and rejection of the status quo that came into being with the 
May Fourth Movement. It still finds its own raison d'étre not primar- 
ily in terms of Marxist determinism, but rather as an historical 
mechanism fulfilling the task of national salvation posed by the May 
Fourth generation. The tension between liberal or, to use party jar- 
gon, bourgeois tendencies, vs the need to maintain Leninist princi- 
ples and revolutionary ideals has surfaced repeatedly in the party's 
history. 

Both Mao Zedong and Deng accepted that it was necessary to 
use bourgeois themes and values in propaganda and united front 
tactics as agneans df appealing to the masses. Recognising the inher- 
ent risk that party members might become confused about ultimate 
goals, however, they set forth the task of maintaining the party 
cadres’ own revolutionary commitment and ideals as the primary 
function of ideological work. 

Mao's 1942 Rectification Movement pioneered what has become 
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the party's classic response to this problem. Its purpose was to im- 
pose party discipline on writers, intellectuals and educated cadres in 
Yenan who retained "bourgeois" May Fourth-style ideas regarding 
the autonomous role of intellectuals in society and the real goals of 
the revolution. This campaign introduced the techniques of "criti- 
cism-self criticism," mass meetings and group study sessions which 
have been the hallmark of communist ideological movements in 
China ever since. | 

Fifteen years later, following the conclusion of the controversial 
initial phase of rural collectivisation and socialisation of urban indus- 
try, Mao initiated the 1957 "Hundred Flowers Movement," a con- 
scious effort to relax ideological control over intellectuals and encour- 
age open criticism and debate, in the belief that 15 years of nearly 
continuous rectification and indoctrination had genuinely won the 
loyalty of intellectuals to the party and socialism — a belief that was 
not shared by Liu Shaoqi or Deng. 

The "Hundred Flowers Movement" rapidly escalated into direct 
attacks upon the party and demands for the abolition of one-party 
rule and competitive elections, and like their successors in 1989, uni- 
versity students became the focus of the movement. The Anti-Right- 
ist Campaign which followed ultimately stigmatised nearly half a 
million people. 

The specific ideological tensions arising within the leadership in 
the 1980s must be understood in light of the extraordinary and un- 

: stable situation the party faced 
after the Cultural Revolution. 

In the wake of 4 June, many 
commentators have again come 
to see Deng as a consistent oppo- 
nent of political reform, present- 
ing him as a leader combining sur- 
prising flexibility in economic af- 
fairs with rigidly orthodox 
Leninist politics. The present 
leadership, not surprisingly, 
strongly espouses this view, and 
has filled endless pages in the 
official press with reprints of 
speeches by Deng which support 
it. | 

The difficulty with this 
analysis is explaining how it is 
that the two men now held 
primarily responsibility for en- 
couraging "bourgeois liberalisa- 
tion" — Hu Yaobang and Zhao — were both protégés of Deng and 
rose to the summit of the party's formal hierarchy as a result of his 
backing. EE 7 

Deng’s actual position on this question is extremely complex. He 
is an orthodox Leninist, but at the same time he was the initiator and 
primary motivating force behind the entire gamut of political re- 
forms now associated with Hu and Zhao. À 

The broad thrust of Deng’s political reform platform was first 
stated in his keynote speech to the 3rd Plenum in 1978. In that 
speech, Deng explicitly attacked over-concentration of power in the 
hands of the party, its tendency to "monopolise and interfere in 
everything." He accused the party of bureaucratism which ". . . mas- 
querading as ‘Party leadership’ . . . ‘Party interests’ and ‘Party discip- 
line,’ is actually designed to control people, hold them in check and 
oppress them.” Deng condemned Mao’s discredited former suc- 
cessor, Lin Biao, and the “Gang of Four” for setting up “ideological 
taboos or ‘forbidden zones’ " and “launching political attacks against 
anyone who went beyond the limits they prescribed.” 

Deng,assailed the party’s failure to practise democracy, ironically 
in the light of later events, dismissed the danger that malcontents 
might take advantage of the democracy to make treuble. “One thing 
a revolutibnary party must worry about is its inability to hear the 
voice of the people." 

To solve these problems, Deng insisted that "democracy must be 
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institutionalised and written into law, so as to make sure that institu- 
tions and law do not change whenever the leadership changes, or 
whenever the leaders change their views . . ." 

Almost two years later, Deng introduced specific political re- 
forms in a speech at an enlarged politburo meeting, held in August 
1980, in which he proposed to create a functional division in the 
powers of the party and state; establish an independent judiciary; 
end the system of lifetime tenure for cadres; expose incompetent 
and corrupt leaders to public criticism, impeachment and recall; and 
gradually introduce — within limits — elections for leaders in grass- 
roots level organisations. 

These points have effectively defined the liberal programme for 
political reform for nearly a decade. None of the proposals put for- 
ward by Zhao at the 1987 13th Congress, for example, goes beyond 
those first outlined in Deng’s speeches of 1978 and 1980. In certain 
respects, such as establishing checks and balances among govern- 
ment and party institutions, moreover, Zhao's programme was 
even less ambitious than Deng's. 

Resistance to Deng's proposals among the more orthodox mem- 
bers of his political coalition continues to this day. But at a deeper 
level, the 1980 reforms were impossible to implement because they 
implicitly contradict the Leninist principles which the party, and 
Deng, had long ago internalised. 

The Democracy Wall Movement, which Deng publicly endorsed 
in late 1978, created an immediate 
challenge to his liberalising im- 
pulse. In the same manner as the 
"Hundred Flowers Movement" 
two decades before, sanctioned 
criticism of "Gang of Four-style 
leftism" and Deng's political op- 
ponents quickly escalated into 
radical attacks upon the party, 
widespread protests by workers 
and students, and Wei Jingshen's 
demands for the “Fifth Moderni- 
sation” — genuine political demo- 
cracy. 
Under fire within the party 
leadership, Deng quickly back- 
tracked. Like Mao 20 years earlier, L^ 
Deng found it necessary to im- | 
pose explicit limits on dissent. The 
"Four Basic Principles" which 
Deng set forth at a theoretical 
forum in March 1979 ("Keep to the socialist road, and uphold 
the dictatorship of the prolétariat; leadership of the Communist 
party, and Marxism-Leninism-Mao Zedong Thought") essentially 
reiterated the "six criteria” on dissent introduced by Mao in 
June 1957 when the "Hundred Flowers" similarly got out of 
hand. 

Since 1979, Deng's basic principles have been the cornerstone of 
conservatives' efforts to limit economic and political reforms, serving 
as the basis for repeated ideological campaigns: against "spiritual 
pollution" in 1983, and against "bourgeois liberalism" in 1986, again 
in 1987, and today. As a result, reforms have been constrained to the 
interstices of the four principles, creating and exploiting semantic 
ambiguities by attempting to redefine the meaning of the irreplace- 
able words: "socialism," "proletarian dictatorship," "party leader- 
ship" and "Marxism." 

It would be easy to conclude that the “democracy” and “emanci- 
pation" espoused by Deng are purely cynical and void, but they are 
not. 

Deng, it appeafs, saw clearly how close the excesses of Maoism 
had brought the party to forfeiting the party's mandate to rule. The 
reforms he proposed were a genuine and courageous effort to re- 
moye the system's worst defects and abuses. It is impossible to over- 
estimate how much China's material and political culture have fun- 
damentally changed since the days of Mao, or how much Deng’s po- 
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Democracy Wall led to Deng retreat. 


litical and economic reforms, even if they have ultimately proved 
qualified and fatally flawed, contributed to that change. 
Deng needed to do more than simply remedy defects. To reclaim 


the party's mandate, he needed to fill the void of what has been call- 
ed "the mythology of the Cultural Revolution" with something new, 
to replace the Maoist vision with his own. Instead of a communist 
society in our time, Deng offered the vision of a modernised China 
in the next century — a China that was strong, economically ad- 
vanced and — by Deng’s lights — politically democratic. The prob- 
lem was that Deng’s democracy and emancipation were simply un- 
real. 

Deng sincerely believes, as he said in introducing the "Four Basic 
Principles," that "socialism and socialism alone can save China." He 
believes in Lenin's dicta that the communist movement cannot sur- 
vive without the leadership of the party and proletarian dictatorship. 
He believes that during that 60 years since 1919, "no political party 
other than the Communist Party of China has succeeded in integrat- 
ing itself with the masses of working people as described by Lenin." 

These beliefs lead quite straightforwardly to the illusions that it is 
possible to have freedom without dissent, democracy without oppo- 
sition, political participation without pluralism. 

Within this framework, any movement which endangers the 
party's ultimate power — as the pro-democracy demonstrators this 
spring clearly did — is automatically perceived as a threat to every- 
., thing the party believes it has 

i achieved, and to the future of 
E China itself. This in turn provides 
Deng and his colleagues with 
ready-made rationalisations as- 
suring them that their violent sup- 
pression of the movement was 
not a narrow defence of their own 
interests and privileges, but 
necessary and justified. 
The sense of betrayal when the 
; people violate the party's unilater- 
.; ally imposed compact appears as 
f genuinely shocking to Deng in 
1989 as it was to Mao in 1957. 
Commentators may in some re- 
spects overrate the importance of 
the past 10 years. Twenty and 
even 10 years ago, the party's 
claim that the intellectual dissen- 
ters were a small, privileged 
minority was not wholly indefensible. But skepticism about social- 
ism and rejection of the party's right to rule has now become general 
in society and penetrated even to the highest reaches of the party 
leadership. 

China's universities, the party has not failed to note, regularly 
breed a new crop of rebels. “ Antagonistic forces and those who stub- 
bornly cling to bourgeois liberal values are doing their utmost to win 
the younger generation away from us," warned Song Ping, the 
party's organisation department head who was recently promoted 
to the politburo standing committee. 

The current effort to tighten political control, restore traditional 
techniques of ideological indoctrination and purge dissidents within 
the party or force them to recant are unlikely to do anything other 
than further broaden and intensify hostility and resentment — for 
the same reasons that Deng himself pointed out more than 10 years 
ago. If there was any lesson to be learned from the tragedy of 
Tiananmen in June, it is that Deng's four basic principles remain et- 
ernally true only to a very small group of very tired old men. 

The broader tragedy is that the current leadership's effort to block 
"peaceful evolution" may succeed well enough to ensure that vio- 
lent change becomes unavoidable. Before that time comes, the party 
may yet Heed Deng's prophetic warning in 1978: “One thing a revo- 
lutionary party must worry about is its inability to hear the voice of 
the people. What is to be feared most is silence.” Robert Delfs 
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THE 


OLD GUARD 


The old men 
still the power 
behind the scene 


“It was the first time in several years that we old octogenarians sat 
down together to discuss matters of the central authorities. [Deng] Xiao- 
ping, Chen Yun, Peng Zhen, Deng Yingchao, Old Wang [Zhen] all agreed 
there is no road of retreat. To retreat now would mean we would fall 
from power. It would mean the overthrow of the People’s Republic of China, 
and the restoration of capitalism. This is what the American Dulles wanted 
all along. After the passage of several generations, our socialism would 
become freedom-ism. " 








President Yang Shankun, speaking at an enlarged meeting of the 
Central Military Commission (CMC) on 24 May 1989. 


theoretically vested in the central committee politburo and its 
standing committee. Operating behind this titular leadership, 
however, lies a deeper layer of authority, consisting of less than a 
dozen elderly party leaders, most ostensibly retired. 
With the exception of Deng, who remains head of the party 
CMC, none of these veteran leaders has held any official party 
post since 1987 other than sitting on the central advisory commis- 


el power within the Chinese Communist Party is 





The veterans 


When Mao Zedong proclaimed the People's Republic of China in 
Tiananmen Square 40 years ago, China's gerontocratics of today 
were already tested and proven cadres who had begun a revolu- 
tion in their teens and won it in their early middle-age, surviving 
against tremendous odds through KMT extermination cam- 
paigns, the wasof resistarice against Japan, and finally civil war. 


DENG XIAOPING, who was 45 in 1949, had organised the abor- 
tive Baise uprising in Guangxi almost on his own more than 20 
years before. He had his first serious scrape with party politics in 
1933, during the dispute over how to respond to KMT extermina- 
tion campaigns against the communist base area. He made his 
reputation in his 30s as a Long March veteran and political com- 
missar of Liu Bocheng's 129th Division army. 

Deng served as vice-premier and minister of finance and later 
party general under Mao after 1949, joining the polit- 
buro in 1955 and the politburo standing committee the following 
year. Purged in 1966, Deng ed as the most senior of the 
surviving victims of the Cultural Revolution and quickly 
supplanted Mao's immediate successor, Hua Guofeng. 


CHEN YUN, a year younger than Deng, started organising work- 

ers in Shanghat in his teens, headed the party's organisation de- 
ent in Yenan in his 20s and in 1949 was already a politburo 

member and a 16-year veteran of the central committee. 

e Elected vice-premier from 1949, Chen organised China's first 
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sion, which in theory has no power other than to give advice on re- 
quest. 

In no other significant country in the world does a generation of 
leaders who came to maturity before World War II wield as much 
power as in China. These survivors of the founding revolutionary 
generation, all now in their 80s, remain the party's ultimate arbiters 
and real decision-makers. 

However informal, theirs is the ultimate authority. Internal party 
documents leaked during the struggles of last May and June — such 
as the speech by Yang Shangkun quoted above — leave no doubt 
that it was this group, not the party politburo, which decided to im- 
pose martial law in Peking and oust Zhao Ziyang as party general 
secretary. Three years ago, these same senior leaders were the real 
force behind the decision to remove Zhao's predecessor, Hu 
Yaobang. 

The conservative elders' influence had appeared to begin to 
erode in the past few years as they finally retired from their last 
official party roles and new leaders in their 60s and 70s came to the 
fore. 

There was never doubt that some of the founding genera- 
tion of communist revolutionaries bitterly objected to many of 
the radical reforms supported by younger liberal party leaders. 
The conservatives succeeded in moderating the pace and extent 
of reform policies, especially political reform, insisted on at least 
formal adherence to core Leninist principles enshrined as the 
^Four Basic Principles," and managed to place younger leaders 
whom they believed would represent their views in top party and 
state positions. 

But they had not been able decisively to turn back the reforms or 
check the tidal changes in China's social and intellectual climate 
under way in the 1980s — changes which threatened to make these 
men and all that they stood for irrelevant. Many people, both inside 
and outside China, believed that the pending crisis of generational 
transition would be peacefully resolved. 


Five Year Plan (1953-57) along Stalinist lines and oversaw the eco- 
nomic reconstruction after Mao's disastrous 1959 Great Leap For- 
ward, which Chen had opposed. 

Chen allied with Deng against Hua and his leftist supporters 
after Mao's death, rejoining the politburo and its standing com- 
mittee at the 1978 3rd Plenum and later becoming head of the 
party's disciplinary inspection commission. 

By the mid-1980s, however, Chen had become the most im- 
portant critic of radical economic reforms and political liberalisa- 
tion within the senior leadership, and publicly announced his re- 
servations in an extraordinary at the 1985 national party 
conference. Naming Li Peng and Yao Yilin to the politburo stand- 
ing committee was purportedly Chen's price for stepping down 
at the 13th Congress in 1987. 

He remains chairman of the Central Advisory Commission. 
The ailing Chen is no longer physically active but remains ex- 
tremely important behind the scenes. 


PENG ZHEN, Deng/s elder by two years, had been a party labour 
organiser and served time in a KMT jail while still in his 20s. As 
mayor of Peking in the 1950s and a close ally of Liu Shaoqi, he 
was the first high-ranking party official to become a victim of the 
Cultural Revolution. 

Rehabilitated in 1979, Peng rejoined the politburo and later 
headed the party's political-legal commission, overseeing sec- 
urity affairs. As chairman of the National People's Congress 
A ioi ooe from 1983, Peng used China's parliament as 
a base for opposing and diluting radical political reforms. He 
stepped down from all posts in 1987. 


WANG ZHEN, was born in 1908. Like Peng, of poor peasant ori- 
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Deng Xiaoping: the great survivor. | 


China's old guard forcefully reasserted its authority during the 
Peking crisis in May-June. Now that they are back in the 
saddle, those old men are engaged in a fervent effort to restore 
once and for all time China's commitment to the vision they once de- 
dicated their own youthful lives — Stalinist socialism circa the mid- 
1930s. 

Deng Xiaoping rose to become Mao's real successor and China's 
pre-eminent leader in the late 1970s as the head of a complex political 
coalition of victims of the Cultural Revolution which endured for a 


gin, he joined the party when he was a railway worker. Wang 
lost his first wife to a KMT execution squad during the KMT White 
Terror of 1927 — only two weeks after their marriage. A Long 
March veteran, Wang distinguished himself as a military leader 
during the Japanese and civil wars, and is today the head of the 
original 1st Field Army system, commanding a vast network of 
loyal protégés throughout Northwest Chi 

A Cultural Revolution survivor, ‘Wang first proposed to Mao 
that Deng be rehabilitated in 1973. He served in the central mili- 
tary commission from 1979-82. A 

Now deputy head of state and one of Deng's bridge partners, 
Wang is the most xenophobic of the veteran leaders and the most 
severe critic of cultural contamination from the West. Wang 
launched a harsh personal attack on Su Xiaokang’s iconoclastic 
television series He Shang in 1988. He stepped down from his 


party posts in 1985, 


BO YIBO, born in 1908, was a student activist in the 1930s and be- 
came involved in party in military and political affairs in Shanxi in 
the 1940s. After 1949 he served as a vice-premier and worked in 
financial and economic affairs as an assistant to Chen. 

Purged in 1966, Bo was rehabilitated in 1978 and appointed a 
vice-premier the following year but was never a politburo mem- 
ber. In 1987, Bo joined with Peng, Chen and Wang to demand 
the removal of Hu and the launching of a campaign against 
bourgeois liberalisation. 





















: YANG SHANGKUN, born in 1907, is China 's head of state, but 
.. more importantly he is also permanent vice-chairman of the Cen- 
tral Military Commission (CMC). The patriarch of an emerging 
party-military dynasty (his younger brother, Yang Baibing is di- 
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decade. From its inception, that coaliti 
was divided into two distinct camps repi 
senting differing and ultimately contradi 
tory tendencies. | 

Those now termed reformists were w 
ing to modify the socialist system as ne 
sary in order to achieve the larger goal 
modernising China and catching up wi 
the rest of the world, and were ultimate 
led by the internal logic of that process. 
question whether socialism itself remain: 
valid or useful. | 

The other and more politically poter 
half of that coalition, however, remained de 
dicated to the ideal of a Stalinist orthodoxy. 
They had personally been key players in the 
attempt to realise Stalinist socialism in China 2 
during the 1950s and 1960s, an effort whose _ 
failure they attributed almost solely to Mao's . 
disastrous leftward excursions in the Great. 
Leap Forward and the Cultural Revolution. 

The exigencies of the post-Cultural Rev- 
olution recovery and their shared experi | 
ence of victimisation by the Maoist Left | 
made it possible for these two political _ 
camps to coexist for almost a decade. Deng himself was the crucial _ 
bridge between these two camps, a function not unrelated to the 
contradictions in his own politics and personality. 

In a broader sense, it is the substance of that coalition that finally 
broke down in June — and Deng's balancing role with it. The funda- 
mental cause can be seen as the ever-widening divergence between. 
the Stalinist values of the veteran revolutionaries and the evolving 
ever more radical requisites of economic and political modernisa- 
tion. u Robert Delis _- 


Ed 






rector of the PLA general pr department. Yang would like to _ 
succeed Deng as CMC chairi 

A Long March veteran, Yang was trained in the Soviet Union, = 
returning to China as one of the “28 Bolsheviks” in 1931. Director. 
of the political department of the Ist Red Army in 1932, Yang was 
sidelined to running a drama troupe during the war with Japan, = 
but later oversaw the party central committee's general office : 
from 1945 until the Cultural Revolution. ch 

Rehabilitated in 1978, Yang held party and civil posts in 
Guangdong before joining the CMC in, 1981, and was a politburo = . 
member from 1982-87. He and Premier Li Peng'took the lead in = 
organising opposition to Zhao Ziyang's conciliatory line during 
the May student demonstrations and pushing through the de. ae 
sion to impose martial law in Peking. p 

























LI XIANNIAN, born in 1909, is : 
People's Political Consultative Conference, a former state presi —— 5 
dent and politburo standing committee member. He isa Long |... 
March veteran and former wartime deputy commander of the Wem 
4th Field Army. CERE 
Named vice-premier and minister of finance in 1954, Li was: é 
politburo member from 1956 through 1987, and a member of the 
its standing committee from 1977-87. He remained politically ac 
tive during the Cultural Revolution, « cooperated with Zhou Enla 
to maintain a minimally functional state bureaucracy. He became 
the regime’s top economi¢ planner in the 1970s, supporting Deny 
in his struggle against the Leftists but also cooper ting with H "m 
after Zhou's death and Deng’s second purge. - e 
Li and Chen were rivals for the job of chief economic cz ar 
the late 1970s and early 1980s but have since cooperated as centra 
planning loyalists and critics of reform. | 
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DEFENCE 


Army of the 
people or 
the party? 


By Tai Ming Cheung 


f China's military chiefs were to reflect on the past 40 years of the 

People's Liberation Army (PLA), they would probably conclude 

it has been a loyal servant. It has defended the country well from 
external threats, as well as from internal dissent. 

Following the events of 4 June, however, the generals are likely to 
be apprehensive of the future. Although the PLA's force modernisa- 
tion continues on course, politically the generals await the increas- 
ingly inevitable power struggle, and their embroilment, that will fol- 
low the passing of senior patriarch Deng Xiaoping. 

The PLA's involvement in the Tiananmen massacre illustrates the 
extent and limits to which it has gone down the evolutionary road, 
from its origins as a Maoist mass peasant army with more revolu- 
tionary zeal than military skills to a professional force today armed 
with modern arms and nuclear weapons. Its portrayal after putting 
down the pro-democracy demonstrations was as an alienated and 
divided army. But how accurate is such an image? 

Compared with, for instance, the ruthlessness in suppressing 
Tibetans demanding independence, or keeping order during the 
Cultural Revolution, the quelling of the pro-democracy movement 
in June was not a particularly large or bloody military operation. Cer- 
tainly, having fought major conflicts in Korea in 1950-53, India in 
1962 and Vietnam in 1979, crushing what the government consi- 
dered a serious “counter-revolution” should not have been a dif- 
ficult or contentious task for the PLA. 

Nevertheless, the army hesitated in act, taking two weeks to 
move in after the declaration of martial law. Veteran generals, many 
of whom fought in past wars, called for restraint. Commanders 
feigned sickness rather than order their troops in. Some soldiers 
even actively liaised with students, keeping them abreast of military 
developments. 

The reasons for this ambivalence seem clear enough: command- 
ers were given tasks that went against the assumptions and training 
drilled into them in the past decade's re-emphasis on profes- 
sionalism. It raised various questions over the PLA's status, Is it an 
army of the Chinese Communist Party (CCP) or of the people. Should 
it be used for internal law and order duties? To what extent has pro- 
fessionalism taken root, or is it still a politicised institution? 

As June showed, despite the 10 years of professionalism, the PLA 
retains many of its traditional political roots. The problem is, how- 
ever, not whether the military should be political or professional, for 
as long as the CCP remains in power it will continue to maintain a 
tight grip on the PLA. The real issue is striking the right balance be- 
tween maintaining a professional army on the one hand, and a poli- 
tically loyal institution on the other. Loyalty has meant anything 
from acquiescence to leftist zealotry, depending on the political 
winds at the time. 

The struggle between politics and professionalism has been a do- 
minant theme in the PLA's history. In the 1950s, with Soviet military 
influence at its peak, and the need for a modern army borne out by 
the lessons of the Korean War, the PLA focused on becoming a pro- 
fessional force. The trend, however, was halted when Mao Zedong 
considered it a “rightist” plot. The defence minister Peng Dehuai 
was sacked, and replaced by Lin Biao, who refocused the PLA's 
orientation back to politics. 





FAR EASTERN ECONOMIC REVIEW. 































With the recent political upheavals, the politics-profession 
balance is once again under scrutiny, though it is unlikely the 
major attempt will be made to undo the past decade's re 
Nevertheless, there are signs that the PLA will again become 
politicised. ^ 

The leadership is now attempting to re-build its political le 
macy over a disillusioned and disaffected populace which incit 
the soldiers. Steadily falling standards of living since the econc 
reforms began have undermined morale and created disec 
within the ranks. 

The emphasis is again on political education. Soldiers, at lea 
Peking, attend political classes on a regular, almost daily, basis, 
pared with the occasional weekly lesson before June. Some: 
units, especially training and research academies in Peking 
political reliability has been specifically questioned, suspende 
mal work for compulsory one-month political courses. With thi 
turn to leftist dogma, analysts wonder if the emphasis on po 
education could reach the levels of the Cultural Revolution, 
soldiers spent two out of every three hours of training reading Ma 
thoughts. 3 

With politics back in the ascendancy, at least for now, the pol 
commissars of the PLA's General Political Department, a bastion 
conservatism, are likely to see their influence increase again. But iti 
another matter whether that will translate into more general political 
influence in the civilian process. E 
To be sure, it is extremely unlikely that the PLA will be able to 





























Foot soldiers: less important now., 


+ 
l e 
dominate the political process as it did in the 1970s, when military 
men made up the majority of the politburo. Even if today's politb 
saw the inclusion of additional military representatives, w 
would number no more than a couple at most, this would stil 
provide the military with a sufficiently powerful political voi 
beyond issues of immediate bureaucratic concern. a 
In addition to measuring its power through formal institutions, 
the military’s influence is also exerted through more diffuse and | 
formal channels of contact, such as the personal ties, or guangxi, tha 
characterise the interaction of the Chinese political and social pr 
cess. These associations, formed from any number of circumstan 
such as, for instance, family ties or field army loyalties carried ove 
complicates, as well as distorts, any assessment of whom the gen 
als would back in a succession struggle. me 
The heavy emphasis given by analysts to the importance of such 
personal ties among military commanders, while largely ignoring 
their professionalism, was a major reason for the faulty analysis. 
portrayed China as tottering on the brink of civil war between 
armies in the chaos of the Tiananmen massacre. As events have 
shown, the army’s cohesiveness held well, with few instances og sol 
diers turning against each other. — — p 
Unlike the dwindling Long March generation of political 







































ans, i today’s S third and fourth RO political elites have lit- 
background or interest in military affairs and, therefore, limited 
with the military brass. Although the onus is on these leaders to 
ate military contacts to add to their support base in any bid for 
r, there is the real possibility that, given the falling importance 
military matters, despite its recent temporary revival, the PLA may 
viewed increasingly as a spent and irrelevant political force. The 
als will have a major task to convince the politicians that they 
main an important political constituency. 


. -gainst this trend, however, stands Yang Shangkun, state pre- 
~ sident and general secretary of the all-powerful Central Mili- 
JMAtary Commission. Yang's credentials and ambitions have 
ust him into the list of candidates who seem likely to contest the 
post of paramount leader when Deng dies, if not before. Yang's 
tain power base is within the military hierarchy, and parallels are 
already being drawn between Yang and Lin Biao, who attempted a 
soup in 1970. 

Many military commanders, especially the younger officers 
who have risen up with the recent reforms, will be extremely reluc- 
tant to become involved in what could be an ugly power struggle. 

... Despite these political distractions, the PLA as a fighting force 
has come a long way in 40 years. Its success in the civil war against 
the Nationalists came because it was an excellent guerilla outfit. 

It had, however, to adapt quickly to the role of a national army, 
"which required fundamentally different notions of organisa- 
tion, strategy and the relationship between the weapons and the 
people. 
_ The PLA rapidly absorbed the ideas, weapons and ex 
gained from its involvement in the Korean War and from Soviet mili- 
tary assistance during the 1950s. The pace of modernisation, how- 
ever, slowed considerably with the political turmoils following Peng 
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with the rupture in Sino-Soviet relations, though major advances 
continued to be made, not least with the acquisition of a nuclear 
weapons capability in the late 1960s. 

A watershed came with the Sino-Vietnamese border war in 1979, 
when the PLA was called to fight a rapid, intense operation beyond 
its borders. Although it achieved most of its military objectives, it 
was through weight of numbers rather than skill, as shown by the 
heavy casualties suffered. A major modernisation drive was started 
shortly after the top brass evaluated the lessons learned in the cam- 
paign. This saw a major overhaul of the force structure, and im- 
provements were made in training along with the updating of the 
Maoist People's War military doctrine. 

In 1985, the PLA's force posture was further revised when the 
leadership decided to downgrade the threat from its principal adver- 
sary, the Soviet Union. As a consequence of this "strategic shift," the 
standing army was reduced from 4-3 million soldiers, and the 
emphasis switched from preparing for major, nuclear wars to 
localised conflicts along and beyond the country's southern borders. 
Chinese strategists begun to call for the creation of rapid response 
forces, and while a few small-sized units have been organised, 
budgetary constraints have limited any major reorganisation. 

The squeeze on defence resources has also meant that the moder- 
nisation of weapons has been incremental and piecemeal. The basis 
of the PLA's inventory has been Soviet equipment acquired in the 
1950s, and much of the Chinese defence industry's efforts since the 
Sino-Soviet split has been merely to update these designs, as it 
lacked the resources or expertise to develop its own products. Only 
in the past few years have indigenously designed Chinese tanks, air- 
craft planes and warships began to emerge gradually. 

These developments will continue in the coming years, and 
perhaps accelerate if greater resources are made available, to trans- 
form the PLA fully into a capable regional fighting force able to project 
its power effectively well beyond national borders. a 


Dehuar s dismissal, and the dico cessation of Soviet aid in 1960 owe 
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Artists on 
a non-sto 
see-saw ride 


By Geremie Barmé 


hou Yang, the man who from the 1940s shaped the literary 

policies of the Chinese Communist Party (CCP) was later de- 

nounced as China's "Cultural Tsar," and in the 1980s became 
an advocate of humanism, died in July this year. He was buried in 
early September with full honours, the leadership having taken five 
weeks to compose an ideologically sound eulogy for him. 

Many other ghosts from past purges have been sighted in Peking 
lately. For an example one only has to refer to a speech made in early 
July by Wang Renzhi, the propaganda minister. Commenting on 
the enormous task facing the party in its struggle against bourgeois 
liberalisation, he declared at a meeting of cultural figures that: "If the 
proletariat does not occupy the high ground of the arts then the 
bourgeoisie will." It is a refrain familiar to — ve 
those who weathered the Cultural Revolu- . 
tion, for Jiang Qing, the supreme cultural - 
commissar for the 10 years from 1966-76, 
said the same thing in 1966 when she 
launched her attack on the arts. | 

China is one of those countries where- 
history repeats itself, not as farce, as Marx's 
formula would have it, but as tragi-comedy. 
Dai Qing, the recently jailed journalist and a 
daring historian of the party's dark side, has 
advocated that the culture of New China be 
dated from Mao's 1942 pronouncement on 
art and literature and the lethal rectification 
campaign that followed it (which led to the 
arrest and eventual execution of the essayist 
Wang Shiwei). Today the spirit of Mao's 
statements still broods over the cultural life 
of the country and in February this year 
were once more enshrined by the party cen- 
tral committee. 

Forged in the war against the Japanese 
and then the civil war, communist culture 
for the first 30 years of the People’s Republic was militant, dogmatic 
and propagandist. 

The years following 1949 were spent in the gradual denunciation 
of every area of urban cultural life: film, art, theatre and literature. 
Even popular songs were banned or rewritten. The transformation 
took some time but the overall effect was devastating. This is not to 
say that Chinese letters were exactly flourishing in the late 1940s. 
Decades of internecine strife, the impoverishment of intellectuals the 
decimation of the publishing industry and the political struggles be- 
tween the communists and KMT for the hearts and minds of artists 
and writers, and through them of their audiences, had taken a heavy 
toll on the nation's cultural life by 1949. 

To a great extent, the first years of communist rule allowed for a 
revival of the old culture — many classics were published, old 
operas produced, and there was a flourishing of once outlawed “left- 
ist" culture. With,the help of state subsidies many cultural figures 
prospered. But the price of state employment was high, fer the cul- 
tural employees paid a tax in kind, surrendering their private yearn- 
ings and conscience in the process. 
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1940's style: the White-Haired Girl. 
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"MES writers of T prominence before 1949 such as: 
king novelist Lao She and the popular fellow-traveller Ba Jin eag 
put their pens to the service of the . However, the resul 
generally dismal (though Lao She's 1957 play Teahouse has mon 
of inspired nostalgia). In recent years Ba has even attacked his 
writings of the 1950s and 1960s as empty bravado. Other w 
such as Shen Congwen, an independent and gifted novelist, rel 
to betray themselves. Shen turned his energies to researchir 
history of Chinese costume, and never produced another wor 
fiction. 

While older writers found the transition to the brave new work 
slow and often painful one, a generation of younger writers an 
tists was able to adapt more quickly to the new political lexic 
the 1956 Anti-Rightist Campaign, however, many of the more 
standing younger talents also fell by the wayside, Wang Men 
Liu Binyan being prominent examples. Further attacked in the 
tural Revolution, for the last decade Wang, Liu and many oth 
their generation have been at pains both to expand the range of 
tive acceptability while cleaving to a residual orthodoxy. For the: 
ment their efforts would appear to have been in vain: Liu is nov 
exile and Wang was given early retirement from his post as minis 
of culture in early September. : 

Although much of the crop of cultural products from 1949-79 ap- 
pears jejune, in the 1950s, when the struggles and dramas of the r 
cent past still seemed real and government stipends had not bn 
complacency, works of crude emotive power were produced. Some 
of the old army films recently re-released on Chinese television : 
part of the propaganda whitewashing of the 
PLA, such as Heroic Children and Taking. Mt : 
Hua by Strategy, are examples of this early 
period of artistic vitality. E 

The efforts in the 1950s and 1960s to re- 
form traditional opera, until recently the 
most popular form of mass entertainment in 
China, are also noteworthy. While many __ 
fine traditional works were banned forbeing 
pornographic or advocating superstition, . 
the modernisation of opera, which had. 
begun before 1949, resulted in some fas- 
cinating hybrids. The best-known of these 
are the revolutionary model Peking operas 
of the Cultural Revolution. z 

Now dismissed as the product of Jiang : 
Qing's political lunacy, the operas were in- 
fact the product of many hands, and, put- 
ting the rabid themes of class struggle aside, 
such works *as The Red Lantern and 
Shajiabang, with their finely written script 
and outstanding performances, even toda 
stand out as rare products of a powerful, 
misdirected, artistry. Many of the better arias are still popular. Inves- 
tigations of a Chair, a forgotten operatic attack on Deng Xiaoping whi 
is represented by an empty chair (a dengzi in Chinese), is als à 
memorable and would surely be a hit if restaged today. 

But, on the whole, culture during the decade of de Cultural Rev 
olution was relentlessly heavy handed. While the period left a legac 
of revolutionary kitsch from Mao badges to alarm clocks and teact > 
— a market for which was burgeoning in Peking prior to June thi 
year — italso drove large number of young people to read the class 
ics and contraband Western and Chinese works. This enforc 
period of self-education in illicit art and literature was to have a cru 
cial impact on post-1976 culture. 

In the decade since the CCP turned its attention to economic re- 
form, Chinese culture appears to have got its s&ond wind. an: 
has been written about the various cultural "breakthroughs" re 
jection of party taboos in terms of style, content and themes in vite 
ture, film, theatre and art. But most of the innovations signalled it 
more than an expansion of the perimeters of the permissible. I 
sometimes enthusiastic international response to Chinese cul tü 




































; of the past 10 years, while justified in a few instances, was 
iditioned by the pro-reform hype that has gripped the West. 
ronically, just as many creative figures were genuinely gaining 
own voice in the mid-1980s, the very economic reforms under 
'hich they were prospering, forced them to consider more merce- 
pursuits. Consumer culture was the norm under Zhao 
ang’s extreme economism. The struggle to be both ideologically 
eptable and profitable pushed many Chinese artists to new levels 
self-betrayal. Now, in the purge of Zhao's so-called corrupting 
on culture, tax evasion and illegal foreign royalties are sure to fig- 
prominently in the list of crimes of artists. 
The last decade has also seen the resurfacing of the other culture 
China, part of the individualistic tradition in letters that has al- 
ivs come to the fore during periods of loosened political and intel- 
ial control. In 1931, Zhou Zuoren, Lu Xun's brother and one of 
great Chinese literary figures of this century, gave a series of lec- 
rés on the origins of the literary revolution of the 1920s. He said: 
Chinese literature has always been the stage for the rise and fall of 
0 opposing cultural forces. This was true in the past, it will cer- 
nly be true in the future." 
Mu Dan’s poems, the satirical writings of Huang Yongyu in the 
.1960s and 1980s, Wumingshi's novels, and the underground litera- 
ture that fed into the "misty poetry" of the late 1970s are all from this 
partially hidden world of creative, individualistic writing. Since the 
Cultural Revolution this alternative tradition has reappeared in 
spirit, if not in style, in the writings of poets such as Yang Lian, Bei 
Dao and Mang Ke, the novelists Xu Xing and Liu Suola, indi- 
 Vidualistic critics such as Liu Xiaobo, Zhu Dake and Zue Shula, in 
the songs of Cui Jian, in the works of a few of the younger film-mak- 
“ers like Chen Kaige and Huang Jianxin, and among artists through- 
‘out the country. While repressed once more in the present purge, 
many of China's artists know how to live and create underground. 
Given the political and economic chaos of China their voices will not 
remain unheard for long. 











ow a new element has been added to confound the cultural 
purge — that of the artist in exile. The novelists Liu Suola and 
x Ah Cheng, the poets Yang Lian, Duoduo, Yan Li, gu Cheng 
and Bei Dao, painters such as Gu Wenda, sculptors like Wu 
Zhaoxiang, are but a few of the post-Cultural Revolution talents 
now overseas. The tragedy of this year may paradoxically open up 
. new possibilities both among these artists and their fellows in China, 
the artists who in the present climate of repression have undertaken 
 anexile of the soul. 
<The removal in early September of Wang, novelist turned 
bureaucrat, as minister of culture, officially so he could have more 
time to pursue hisditerary interests, was a fitting end to the first 10 
years of cultural reform. New minister He Jingzhi, a 65-year-old poet 
 propagandist best known for The White-haired Girl written in the 
1940s and Ode to Lei Feng in the 1960s, is sure to have an unsteady in- 
-cumbency if he is expected to keep his employees both free from 
ideological error and economically viable. 
^ While busy purging pornography for the moment, it is only a 
-matter of time before He and his fellow Maoist recidivists get down 
o the serious business of cleaning up hard-core bourgeois liberalisa- 
tion. Meanwhile, “cultural fluff’ such as money-spinning literature 
and cinema based on love and crime, seems to be the only thing that 
will keep the industry out of the red. 
^. Tt may be too easy to blame the party for the sorry state of Chinese 
culture in the 20th Century. After all, both pre-1949 culture and the 
arts in Hongkong and Taiwan over the past few decades have en- 
joyed unprecedented freedom, yet in reality the results have, with a 
few notable exceptions, been largely disappointing. On many levels 
Chinese calture still struggles with the double burden of a hoary tra- 
dition and modern politics. The reputation of mainland China's new 
nema, misty poets, artists and urban novelists may be over-rated, 
bu&their efforts gain a new significance now that the apparatchiks of 
ie People’s Republic are doing their level best to strike cultural 
iodernisation off the agenda. a 
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THE GULAG 


Millions held 


for dissent or 
common crime 


By Linda Jaivin 

“In China, the difference between the camp inmate and the free citizen is less 
a difference of status than a difference of degree” — Simon Leys in Broken 
Images 


| he Chinese gulag stretches from the Siberian great northern 

wilderness in the north to the sweaty detenion cells of the 

south, from the loneliness of the Qinghai labour camps to the 

elite confines of Qincheng Prison in Changping county outside of 
Peking, home to many of China's most prominent prisoners. 

When the labour camps were first opened for business in 1949, 

they took in a population that mainly consisted of Kuomintang 






Dissident hears 15-year sentence. 


armymen, officials and other non-celebrants of “Liberation.” Joining 
them were gangsters, slave traders, pimps and other lawbreakers — 
a criminal mix, judging from more recent official press reports, not 
unlike you would find in camps and prisons today. 

Successive political campaigns each supplied their quota ot vic- 
tims: landlords, bureaucrats, capitalists, bureaucratic capitalists, 
"rightists" and so on. Beginning in 1950 (when "counter-revolu- 
tion," i.e. past, present or even presumed future opposition to the 
party was made a crime deserving of imprisonment or execution) 
and continuing to the present day, "counter-revolutionaries" have 
been a particular, constant preoccupation of the gulag. 

Since many political prisoners are held on nominally criminal 
charges it is impossible to differentiate between the two classes. And 
those people who know exactly how many prisons and camps there 
are in China or how many people are locked away inside them are 
the same people who hold the keys, and they are not about to spil 
any secrets. The best guess of the US State Department in a 1988 re- 

rt was that there were then between 2 and 5 million inmates. 

By the late 1970s and early 1980s, according to Amnesty Interna- 
tional's 1984 report on human rights violations in China, there were 
six major categories of “prisoners of conscience" in the late 1970s anc 
early 1980s: workers and students involved in the Democracy Wal 
movement of 1978-79; people detained for protesting against humar 
rights violations of for petitioning the authorities about persona 
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grievances; Roman Catholic priests; Tibetans accused of advocating 
Tibetan independence or for practising their religion; people ac- 
cused of revealing “state secrets”; and officials classified as “leftists” 
for opinions expressed during the Cultural Revolution. 

The counter-revolutionary class of '89 (of which there are, offi- 
cially, 19 sub-categories of varying seriousness) can surely now be 
added as a seventh major category for the 1980s. Although the gues- 
stimate of exiled student leader Wu'er Kaixi that 120,000 people have 
been held since 4 June may be on the high side, there certainly have 
been thousands if not tens of thousands of arrests. Amnesty has tal- 
lied up 4,000 official reports of arrests, but believes the real figure to 
be “much higher." 

The Chinese gulag can expand to fit the prisoners available. Fol- 
lowing the June massacre, the top floors of the Chinese Academy of 
Social Sciences in Peking’s eastern Chaoyang district were made into 
a kind of overnight reception-and-roughing-up centre for people ar- 
rested by the martial law troops. Elsewhere in the capital, the under- 
ground hostel run by a factory whose workers had long joked that it 
would make a perfect jail, at last realised its destiny in June. 

Massive repression does not come cheap: a recent issue of the 
American-based Press Freedom Herald reported that on 20 May, the 
day martial law was declared in Peking, the ministry of finance was 
ordered to make special funds available for the immediate expansion 
of jail space. 

Chinese officials reject the term "political prisoners.” As one was 
recently reported to have remarked, China has no political repres- 





Criminals publicly humiliated. 


sion, therefore it could not have political prisoners. Still, according to 
an official survey (quoted in the valuable sourcebook Human Rights 
in the People's Republic of China by Yuan-li Wu et al.), discounting the 
10 years of the Cultural Revolution, fully 64.575 of reported court 
cases which occurred in the sample population between 1949 and 
1984 involved accusations of political or ideological offenses. During 
the Cultural Revolution, the percentage rose to 98.7%. 

It is easy to concoct cases against people on ideological or political 
grounds; it is also easy to make mistakes. That is why over the last 
four decades the government has had to ' 'rehabilitate" hundreds of 
thousands of people. Unfortunately, many of their victims have had 
to enjoy this recognition of error posthumously. The anti-rightist 
campaign of 1957 alone reportedly resulted in some 400, 000 ' 're- 
habilitations." 

"Rehabilitation" is one of the better things a person can have 
marked in his or her dang an, or personal dossier. This is a file which 
follows a person round for life, accumulating assessments by 
teachers, classmates, job supe not and party secretaries as well as 
the dreaded “little reports" — secret accusations. It can influence 

everything from admission to university to prospects for work or 
travel. As people may not examine their dossiers, any unfair accusa- 
tions (submitted perhaps by a jilted lover or jealous workmate) can 
stand unchallenged, though recently, money or connections have 
‘made it possible for some people to have their dossiers doctored. 
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The keepers of the dossiers are the nearly 13 million people 
ployed in the security departments of neighbourhood committ 
and work units throughout the country. The dossiers and. 
keepers are among the threads which form the skein of con 
stretching over all of Chinese society. It is no coincidence that 
term fangfeng, which means letting prisoners out for some air 
exercise, has for years been a common slang expression used | 
Chinese intellectuals to describe travel abroad. n 


onsidering the risks of dissent, it is remarkable that son 

people stand up against the system. It is also sad to obse 

that many of those who have been labelled dissidents a 
time or another themselves believed that they were the systen 
most loyal adherents. When in 1975 they shot Zhang Zhixin, t ; 
young woman who had defended Liu Shaoqi and criticised “u 
leftism,” they had to cut her throat to prevent her from embarrassi ] 
her executioners by shouting pro-party slogans. Zhang w 
“rehabilitated” in 1979. 

The former People’s Daily reporter Liu Binyan, currently in the 
US, has often been described without irony over the past few year 
as a "dissident." Yet if that is what he truly is now, it is only becau 
the party has put a great effort into pushing him in that direction. L 
had dedicated most of the past 10 years to helping the system help 
self — investigating abuses which the party centre wanted inves 
gated, staying clear of those it did not. 

Wei Jingsheng, a 29-year-old electrician at the time of his arrest in 
1979, who dared to argue that democracy was the necessary “fifth 
modernisation” and foresaw 10 years ago how easily Deng Xiaoping 
could degenerate into a dictator, has been reported to have suffered: 
terrible psychological damage as a result of torture and other ill-treat- 
ment. p 
The astrophysicist Fang Lizhi and his wife Li Shuxian, who to- 
gether took up Wei's banner of democracy and human rights in the 
1980s, are sheltering in the US Embassy in Peking with no foresee- 
able prospect for safe exit. Countless others are either rotting in pris- 
ons or camps or live in fear lest they too come to know what the 
people's dictatorship does to people who disagree with the current: 
leadership. 5s 

Torture is one of the things it does. As an Amnesty report | 
pointed out in 1987, the high incidence of torture and ill-treatment of 
prisoners was widely acknowledged as a problem even in China's... 
official press. Typical abuses include severe beatings; the use of gas _ 
masks to make breathing difficult; handcuffs which grow tighter 
with each movement of the hands; suspension from a pole by the 
arms, sometimes for days at a time; assaults with electric batons, : 
confinement in tiny “punishment” cells and long periods of solitary. 
confinement. Sleep deprivation and round-the-clock interrogations 
are reportedly also common. 

Such practices are generally employed to extract confessions. : 
Unfortunately, some prisoners honestly have nothing to confess. . 
And as the offical China Legal News observed in 1985, the use of. 
torture "increases the possibility that innocent people will be con- 
victed," if not driven to suicide. The trial system in China does not 
presume the suspect is innocent before proven guilty. The accepted: 
role of defence lawyers is to mitigate, not to attempt to establish their 
client’s innocence. For certain offences, the decision of an admin=: 
istrative committee of public security personnel is enough to 
condemn a person to several years of "labour education," which is 
basically like "labour reform" except the accused do not have a trail 
first. 

In 1983, Deng launched the first of several major "anti-crime cam- 
paigns" of the decade. (It was rumoured that he had suddenly be- 
come aware of China's crime problem when his car was waylaid b 
highway robbers on the road to Beidaihe, but this may,be just an 
apocryphal tale.) The criminal code was revised to make what had 
already been a considerable list of offences liable to the deafh penali 
even longer and the period of appeal even shorter. There weren 
ports of people arrested one day, tried the next and shot the aa 
after. | 
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F í China were thought of as the sun around which the various ele- 
B ments of the Chinese diaspora revolve, then Hongkong and 
J. Taiwan — the nearest planets in the solar system — have fol- 
lowed vastly different orbits for most of the past 40 years. Hongkong 
is bound to its future ruler not only geographically, but also through 
a complex web of business, familial, and political ties. 
> Taiwan, on the other hand, until recently steadfastly turned its 
-. head the other way, looking towards the West for economic and po- 
litical security. Only in the past five years has it begun to look as if 
- Taiwan might be drawn, half against its will, into a closer relation- 
- ship. Two-way trade grew from virtually nil in 1984 to some US$2.5 
_ billion last year. But the events of May and June served up a drama- 
_ tic reminder of the pitfalls of close ties with the longtime rival, espe- 
“dally for many Taiwan businessmen who had seen in the main- 
- land's vast labour pool and market the solution for all of Taiwan's 
< post-industrialisation woes. 
: It seems difficult to imagine now, but for most of the past 40 years 
China has been relatively marginal to Hongkong's economy. This is 
.. particularly so in terms of direct trade volumes. In the immediate 
-< post-war years, it is true, there was a small trade boom that saw 
China taking as much as 34% of the colony's exports in 1950. From 
/:([0954 onward, however, when the US-imposed trade embargo on 
.. China began to bite, Hongkong's own exports to the financially- 
‘strapped mainland dropped off sharply, generally below 5% a year 
throughout the 1950s and 1960s. 
—. China was more important as a source of imports in this period. 
During those two decades, China's share of Hongkong’s total im- 
|: ports averaged 22% a year. Most of this was food, plus some raw 
" materials. —— 
Not until the end of the 1970s, when China embarked on its open 
_ door policy, did trade relations between the two increased dramati- 
. cally. It was only during the*past decade that Hongkong embraced 
.. its nearnes$ to its giant neighbour with a vengeance, selling itself to 
the world as the best entry to the beckoning China market. 
^^. Trade figures offer ample illustration of the phenomenon. In 
1978, Hongkong’s domestic exports to China amounted to a mere 
-. HK$81 million (US$10.4 million), some 0.2% of the total. Dy 1988, 
.- this had grown to HK$38 billion, or 17% of total domestic exports for 
-that year. (Hongkong trade statistics distinguish between domestic 
'exports, or "true" exports, and re-exports, used to describe goods 
which are merely trans-shipped through the territory with no signi- 
ficant input of value-added.) Thus China has become the Hong- 
_” kong's second largest market, after the US. 
-. Before 1979, China's main importance in economic terms was as 
== a supply of labourers. Hongkong’s employers benefited from the ar- 
rival of a seemingly unending stream of Chinese peasants and urban 
workers landing in the territory, who helped Hongkong to take its 
-place with Taiwan, South Korea and Singapore as the most success- 
ful of Asias risingfttconomic powers. The two biggest migrations oc- 
red in the immediate post-1949 years and in the early 1960s, 
zhen millions of Chinese peasants starved in the wake of the disas- 
ous Great Leap Forward. The population flow continued right up 
unfil 1980, when the Hongkong Government ended its “touch base" 
policy. Up to that point, anyone who managed to evade Chinese 













and British border patrols and 
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reach Hongkong’s urban areas could 
become a legal Hongkong resident. | 

With the end of the touch-base policy, the Chinese and Hong- 
kong colonial governments reached a tacit agreement to permit 
27,500 legal emigrants a year. But many of these are elderly people 
who do not join the labour force. Thus Hongkong's factories were 
largely deprived of new recruits, whose numbers in past years had 
enabled employers to keep wages low. 

It was only after this, and also after the 1984 Sino-British agree- 
ment sealed Hongkong’s fate, that the outlines of the new relation- 
ship with China became clear. China needed Hongkong for its capi- 
tal and know-how. Hongkong manufacturers, for their part, began 
to move production facilities into southern China to gain access to 
China's labour pool, rather than bringing the labour to the factories 
in Hongkong. During the 1980s, the colony's manufacturing, work- 
force has remained virtually unchanged at around 850,000, but 
Guangdong province alone is supplying from 2-2.5 million workers 
for Hongkong businesses, according to the best estimates. 

While events of last May and June have deeply shaken the col- 
ony's already-fragile confidence towards its post-1997 future, there 
appears little alternative to close integration with the mainland. Ef- 
forts by some Hongkong companies to reduce their dependence on 
the southern Chinese labour pool by setting up factories in southeast 
Asia or elsewhere will likely do little to alter the fundamental re- 
lationship. 

Taiwan's post-1949 history has been shaped above all by the 
Kuomintang (KMT) government's determination to build up the is- 
land as a competitor to the hated communist regime in Peking. But 
Taiwan's own success created political and economic pressures that 
by 1987 forced the late Chiang Ching-kuo, son of Chiang Kai-shek, 
to liberalise earlier prohibitions on contacts with the mainland. Since 
then, hundreds of thousands of people — both native Taiwanese 
and mainlanders — have visited China. 





firms have set up shop in the neighbouring provinces of Fu- 
| jian or Guangdong, especially those in the labour-intensive 
industries that largely made Taiwan what it is today, such as foot- 
wear, handbags, sporting goods, garments, and the like. Their moti- 
vation is similar to that of any other businessman: wage rates barely 
a tenth of those in Taiwan, where workers are very often unavailable 
at any price. In addition there is the added plus of the common lan- 
guage and cultural background. 

The chief difference between Taiwan's and Hongkong’s relations 
with China is simply that the British colony has no choice, while 
Taiwan, with its 400,000-strong army and resolutely anti-communist 
population — not to mention US$75 billion in the foreign-exchange 
reserves — cannot be easily coerced into an unwilling union. 

China has since 1979 tried a variety of formulas to woo the so-call- 
ed wayward province, even as it threatened military action if Taiwan 
were to declare independence or erupt in turmoil. The common 
thread in all of them has been to promise — just as for Hongkong — 
50 years in which to enjoy its political, economic, and social system 
unchanged, plus the sweetener (for Tawian) of having the freedom 
to maintain its own army. In fact, just about the only change Peking 
seems to be demanding is for the KMT government to give up its 
claim to rule the whole of the mainland. 

Peking’s guarantees held little allure even before the bloody 
events of May and June. Now there is virtually no chance that politi 
cal ties between the rival regimes will improve in the forseeable fu- 
ture. Rather, Taiwan will continue its current efforts to translate it: 
trade and financial muscle into broader international ties. There 
seems little advantage to declaring a formal independence that nc 
major powers would likely recognise, but the KMT, under native 
Taiwanese president Lee Teng-hui, has come a long way toward: 
abandoning its goal of re-taking the mainland — qr at least relegating 
it to some time in the misty future. Instead, a broad coalition of politi 
cal forces are effectively embracing the island's independent statu: 
in all but name. g 


esides ihe rapid growth of bilateral trade, hundreds of Taiwan 
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CHINA 


The fortunes of a family tell the story of a revolution 


The class of '49 


By Lynn Pan in Shanghai 


A visitor to China today comes upon a revolution 
that is now 40 years old. The life of every man and 
woman he sees is the story of that revolution en- 
capsuled. What follows is the précis of the fortunes 
of a single family, the Raos. It may illustrate, if 
not explain, what it was to live through those dec- 
ades in Shanghai. 





hanghai did not fall in apocalypse. 
You would hardly have known that 
the People's Liberation Army had 
taken over the city if you hadn't 
heard it on the radio; or seen the soldiers, 
shy little country boys in sneakers and straw 
sandals, gawping at the grand European- 
style buildings or sleeping in neat rows on 
the pavements. By 28 May 1949, the three- 
day "battle for Shanghai" was over. Rao 
Wei, 12 years old at the time, had no particu- 
lar reason to fear an interruption to the treat 
his grandfather had promised him, an after- 
noon at the Grand Theatre watching | Won- 
der Who's Kissing Her Now. 

Grandfather was a cultured old gentle- 
man who, after he had built up one of the 
city’s largest property fortunes, devoted 
himself to his Song and Ming paintings and 
rare editions. A icularly scabrous 
brother of his had taken to his heels for 
Hongkong with his concubine at the first 
sign of communist victory, leaving his wife 
and son, Rao Ming, in Shanghai. But grand- 
father, who had learned his nationalism as a 
student in Japan? thought it only right to 
give communism a try. 

The turn that the family fortunes took 
under Shanghai's new masters was drama- 
tic but not instantaneous. First came expro- 
priation; but at the outset the family lost only 
their land, not their houses. And it was not 
until the 1956 Transition to Socialism — 
when industry, commerce, and even petty 
trade were brought under public or "joint" 
ownership — that the Raos were disposses- 
sed of all their assets. On 1 January 1956, the 
Shanghai Municipal Real Estate Company 
took over all their properties, valuing a two- 
storey house they owned on Yanan Road 
West, for example, at the bargain-basement 
price of Rmb 396.43 (US$106 at today's 
prices), afid undertaking to pay them a fixed 
annual djvidend of Rmb 19.82 (5%) on their 
share of the property for a period of seven 
years. Like other capitalists, the Raos had 
seen their income tumble at an annual rate 
of 11% over the previous six years. 
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They also saw their living space reduced 
to a third of what it had been. The party, 
working through the lane committee, com- 
mandeered two of the three wings of the 
family mansion and converted them into à 
police station and staff quarters for the 
municipal tax department. In the remaining 
wing lived the two grandparents, Rao Wei 
and his sister Renren, Rao Wei's father Rao 
Hannian and his wife, Rao Wei's maiden 
Great Aunt Rao Songjun, cousin Rao Ming 
and his mother, and two maidservants. 

Rao Hannian was director of finance at 
what was once a family enterprise, a chemi- 
cals factory (now under state management) 


A city transformed by revolution. 


producing chiefly toothpaste. Since skilled 
socialist managers were hard to find, Rao 
Hannian remained at his job, though at no 
point was he assured that he could live 
down his capitalist past by cooperating with 
the new government. This message was dri- 
ven home in 1952, when the party launched 
its first big terror campaign against Shang- 
hai's bourgeois businessmen, the Five Anti 
Movement. Locked up in their factories, 
Shanghai businessmen were squeezed until 
all their money spilled out for the state to sop 
up. Those who cracked underthe pressure 
threw themselves off the tallest buildings on 
Nanking Road, Shanghai's main shopping 
thoroughfare. T 

After nearly three weeks of writing con- 
fessions, Rao Hannian was ready to tell his 
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interrogators whatever they wanted to hear 
To make doubly sure that he would do this, 
a “work team" from the factory fetched Rac 
Wei from school to get him to talk his fathe: 
into making a clean breast of his sins. Late: 
the press would write of the patriotic, na 
tional capitalists who answered the call o 
the party to redeem their exploitative pasts. 

For capitalists (though not for writers anc 
intellectuals), a grace period followed. Ir 
1958, Rao Wei left the Huadong Athletics 
College and became a baseball and wrestl. 
ing coach, earning Rmb 48.50 a month, : 
graduate’s salary (most workers earnec 
Rmb 50). That year the family home lost it: 
iron front gates to the backyard furnaces, the 
most emblematic of the hare-brainec 
schemes of the Great Leap Forward. Wit! 
gates, hinges, and railings gone, Shangha 
suffered a sharp increase in thefts, rob 
beries, and hooliganism. Meanwhile, every 
body worked at fever pitch to catapult Chini 
from socialism to communism and to over 
take Britain in steel production. Rao Han 
nian practically lived at the factory, where 
to save time, staff washed themselves once. 
week instead of once a day. 


hen the "bad years" of 1959-6 
were upon them. The Raos at 
pig's feed, the large-leaved Taih: 
cabbage, and went around feelin; 
hungry. Rao Hannian's salary had falle: 
from over Rmb 800 in 1949 to Rmb 359. B 
this time, Renren had graduated from uni 
versity with a degree in chemistry and wa 
assigned a technician's job at a glass factory 
Highly intelligent and able, she might hav 
gone far had her life chances not been spoi 
by her capitalist class origin; for while th 
bourgeois label was not as bad as that c 
landlord, rich peasant, counter-revolutior 
ary, bad element, or rightist, it was ba 
enough. Come the Cultural Revolution, ar« 
it would be added to the other five as th 
Sixth Black Type. 

For the Rao family, the Cultural Revol 
tion began in earnest on 1 September 196¢ 
when Red Guards from the toothpaste fa: 
tory came to ransack their house. Thes 
were presently joined by Red Guards fror 
the Shanghai Embroidery Company, th 
employer of Rao Wei's mother. Grandfathe 
having died, the handscrolls and rare book 
were kept in the room of Great Aur 
Songjun, who was a painter in her ow 
right, attached to the Shanghai Painting lr 
stitute. 
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It was she who decided that if the house 
was going to be pillaged, it had better be pil- 
laged by the Red Guards of the painting in- 
stitute, and who picked up a phone to send 
for them. They came, and promptly sealed 
the house against further plunder. A week 
later, four specialists from the Shanghai 
Museum arrived and spent five full days 
looking over the art collection. Removing all 
the stuff took four trucks and eight man- 
hours. The Raos were handed a receipt for 
81 crates but no inventory. | 

Except for Rao Songjun, all managed to 
escape physical violence. Great Aunt 
Songjun said she had tripped when asked 
about the great gash across her face, but be- 
hind closed doors, and in a whisper, she 
told of brutal thrashings with a leather strap. 
Grandmother too might have been badly 
mauled by a band of Peking Red Guards 
(come to Shanghai to stiffen the local revolu- 
tionary ranks) if Rao Wei had not fought 
back, exercising the prowess with which his 
athletics training had endowed him. At a 
cemetery the night before, he had peered 
stricken into his grandfather's grave, a hole 
desecrated by the Red Guards and now fil- 
ling up with dirty rainwater, the tombstone 
scattered about it in broken shards. 

There was mayhem wherever he looked. 
Violence was widespread and random, as 
faction fought faction. Shanghai fashion 
took a beating, as Red Guards fell upon 
pedestrians in the streets, scissors at the 
ready, to slit open drain-pipes, to cut off 
long hair, and to snip off the toes of winkle- 
pickers. At home, the Raos were forced out 
of their rooms and shoved into what used to 
be the servants' quarters. At work, hours 
were spent reading the three famous essays 
of Chairman Mao: Serve the People, In Mem- 
ory of Norman Bethune, and The Foolish Old 
Man Who Removed the Mountains. As befits 
their dubious class label, both Rao Wei and 
Renren were assigned manual work. Their 
father, his monthly wage reduced to Rmb 
70, spent the next nine years fitting caps to 
tubes of toothpaste. For the first time since 
1949, it was hard to make ends meet. 

Paradoxically, the disruptions left some 
more free to indulge in leisure activities. In 
the vernacular such people were called 
xiaoyao pai, the Carefree Clique. That term 
could be used of Renren, who took sick 
leave for months on end, staying at home to 
play mahjong with her friends. To get a doc- 
tor's certificate, she would call at the hospital 
every now and then with a sample of urine 
— one to which she will have added a dash 
of egg white or a droplet of blood from a 
pricked finger. Mahjong sets having disap- 
peared from Shanghai, combined packs of 
playing cards were pressed into service. 

_ And so the years passed. In 1970 both 

*ao Wei and Renren got married, neither 

achieving an improvement in status by 

marrying true-red proletarians. Then pre- 
sident Richard Nixon came to visit China. 

The Sinophilia this occasioned in the West 
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put Rao Ming's father — now a prosperous 
businessman dividing his time between 
California and Taipei — in mind of the wife 
and son he had abandoned in Shanghai. He 
sent an emissary to look them up, triggering 
off a disaster for the family. 

Taking the visitor for a Kuomintang spy, 
the Shanghai authorities made Rao Ming's 
life an utter misery, hounding the poor man 
until he was brought to the brink of suicide. 
Rao Wei hid the rope with which his cousin 
had been on the verge of hanging himself, in 
case Rao Ming thought to try again. 

It was another 10 years before life began 
to look up. Officially, times had changed 
since the fall of the Gang of Four in 1976, but 
Rao Wei only began to believe it in 1981, 
when, under the policy of rehabilitation and 
restitution, portions of the possessions 
seized in the house raids were returned to 
their owners. Rao Wei visited all three of the 
warehouses (two of them churches) where 
these articles — everything from old Bing 
Crosby records to copies of Shakespeare's 
plays — were stacked. Of the priceless art 
collection, the family managed to reclaim 
only a handful of carved seals. Token com- 
pensation was paid for some of the lost 
items: Rmb 2 for Rao Hannian's Longines 
watch, Rmb 40 for a GEC fridge, Rmb 90 per 
tael of gold (the market rate was Rmb 450), 
and so on. 


hat did make a difference was 
the party's pledge to end "class 
struggle," the pitting of one 
section of society against 
another under the "blood pedigree doc- 
trine," the idea that "if the father's a hero, 
the son's a good chap/If the father's a react- 
ionary, the son's a bad egg." As part of the 
repudiation of “class struggle," one of Hu 
Yaobang's projects as party general secre- 
tary was to weed out some of the "black 
materials" filed in people's secret dossiers. 
Rao Hannian got back a self-criticism he 
wrote in 1971, afour-pagedocumentin which 
he thanked the Red Guards for ransacking 
his house and the party for bringing him to 
his senses. His pre-1966 salary was restored 
to him; and'after he was made a delegate to 
the District People's Congress, the lane com- 
mittee chairwoman, who used to hiss 
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Red Army rests from battle and the nationalists defend in vain. 








"Bloodsucker" at him whenever she passed 
him on the stairs, now said solicitously: 
"Mind the step." : 

Had “class struggle" prevailed, neither 
Rao Wei nor Renren, deemed natural 
"enemies" by virtue of their bourgeois back- 
ground, could aspire to good jobs. Now 
class labels were no longer cast in stone. Rao 
Wei's wage was raised to Rmb 97, Renren's 
to over Rmb 300. Reforms aimed at intro- 
ducing elements of the market into socialism 
divided society into winners and losers 
anew. A factory that has to pay its way can- 
not afford to put redness before expertness. 

Those previously marginalised, like Ren- 
ren, now came into their own. When the 
glass factory decided to install a new plant, 
Renren was the one they sent to Europe and 
the US to talk to the French, German, and 
American exporters into transferring their 
technology. Her skills in much demand, she 
has been offered a Rmb 580-per-month job 
with a Fujian private enterprise to which she 
has been acting as a part-time consultant. 

Rao Wei, on the other hand, finds it hard | 
to identify with either the gainers or the los- 
ers. The opportunism around him, grown 
ever more extreme with the steep rise in the 
cost of living, seems somehow improper to 
him. His sister, told him that that was be- 
cause the years of communist brainwashing 
had got to him. She herself would like no- 
thing better than that her son, now awaiting 
a student visa to Canada, should get to 
know all about stockmarkets. 

No one doubts that her son is headed for 
yuppiedom. Once he is abroad, he will not 
return to Shanghai except as a holder of a 
foreign passport. Rao Wei, too, would like 
his children to leave — not necessarily to 
prosper, but simply to escape what he calls 
the “hopelessness of China.” A few weeks 
before the 40th anniversary of the founding 
of the people’s republic, he was asked by a 
foreign visiter to name the accomplishments 
of the regime that came to power in 1949. He 
found it hard to think of any. “Is that be- 
cause you are bourgeois?” the visifer asked. 

“No,” he said. “Look around you. At the 
end of the day, who are the biggest losers in 
Shanghai? The biggest losers are the indws- 
trial proletariat, people who once heard they 
were the salt of the earth.” E 
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Nations in search of self 


God's Dust: A Modern Asian Journey by 
lan Buruma. Jonathan Cape, London. £12.95. 
Farrar, Straus & Giroux, New York. US$18.95. 


This is less a travel book than a book of 
portraits, a sort of Asiatic album — some of 
the pictures etched in acid, and many of 
them brilliant. It is the kind of book the 
traveller ought to read before he or she visits 
Burma, Thailand, the Philippines, Malaysia, 
Singapore, Taiwan, South Korea or 
Japan. It encapsulates the political 
and cultural moods of these coun- 
tries, it contains a section of potted re- 
cent history, it is at times very colour- 
ful and it is frequently funny. lan 
Buruma pays a visit to the Marcoses 
in Honolulu — an illuminating visit 
— and at the end of it Imelda, the 
selfish pudgy billionaire, whimpers 
to the departing journalist: "Please be 
kind to us poor little people. We have 
nothing left." 

In a year of travelling to these 
countries, Buruma was intent on exa- 
mining two related clichés — that the 
cities of the East have been irrevoca- 
bly Westernised; and that their cul- 
tures are spiritual to the same degree 
that Western culture is materialistic. In his 
Preface the author goes further and says: “I 
have tried to give an account of the dilem- 
mas, the cultural confusion, the endless 
searching for meaning and national identity 
that go on in some of the most dynamic 
countries in the world." Burma dynamic? he 
immediately says, and goes on to explain its 
current state of affairs. 

I do not regret the lack of travel in the 
book — haven't we got enough books about 


slogging through the Golden Triangle and 
whoring through Bangkok? Buruma wastes 
no time on the discomforts of travel either, 
the standby of so many people following in 
the footsteps of Mr Maugham. But he might 
be criticised for being a tiny bit over-concise, 
as when he a 17-hour train journey 
(from Rangoon to Mandalay) into a few 
short paragraphs. This is no doubt the result 
of his Anglo-Dutch parentage, the Calvinis- 





Not proof of Thai corruption. 


tic stiff upper lip. I also think that in his pass- 
ionately detached way he is able to form 
judgments which the back-packer never 
quite attains. 

In a girlie bar on Patpong Road, 
Bangkok's street of shame, so to speak, a 
young Thai girl dances naked on a table, 
wearing nothing but a pair of cowboy boots. 
Outside the bar, fully dressed she wears 
Buddhist amulets around her neck. 

“The apparent ease with which the Thais 





Losers among the 


Taiwan at the Crossroads: Human 
Rights, Political Development and 
Social Change on the Beautiful Island 
by Marc J. Cohen. Asia Resource Centre, 
Washington D.C. LIS$10.95. 


Taiwan is a curious anomaly in an age of 
obal interest in the economic miracles of 
the Pacific Rim countries. It has been virtu- 
ally ignored by the world press except as an 
occasional so of export statistics. This 
treatment? rankles the Kuomintang (KMT) 
government, which takes justifiable pride in 
the fact that it has achieved an economic 
migacle worthy of emulation by other mem- 
bers of the international community. 
Having made that point, however, any 
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winners 


serious student of Taiwan affairs would do 
well to wonder whether the KMT regime 
really welcomes outside scrutiny of areas 
other than its achievements. There is good 
reason for raising this question — while 
Taiwan spends enormous sums each year 
on overseas propaganda, it skilfully trans- 
mits only a selected number of images. 
Among them, of course, is the new self- 
assurance stemming from the economic 
miracle; from a thriving economy built on 
export successes, a remarkably equitable 
spreading of wealth, a relative freedom in 
the economic and social pursuits of the 
island’s life. Taiwan, in the parlance of 
the KMT orthodoxy, does offer the model 
of a “successful experiment” to mainland 
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appear to adopt different forms,” Buruma 
comments, “to swim in and out of seem- 
ingly contradictory worlds, is not proof of a 
lack of cultural identity, nor is the kitsch of 
Patpong proof of Thai corruption — on the 
contrary, it reflects the corrupted taste of 
Westerners, for whom it is specifically de- 
signed. Under the evanescent surface, Thais 
remain in control of themselves.” 

Such is not the case in Malaysia, which is 
increasingly a land of conflict. “This is a 
make-believe economy,” a man says to 
Buruma — but surely it is significant that the 
man is Chinese. The Singapore chapter is 
masterful, sweeping aside all the cant about 
Lee Kuan Yew and concentrating on the 
monstrous contradictions in the tiny, 
terrified island. 

The Japan chapter is at once the 
most personal, and the best in- 
formed. It is also in some ways the 
saddest, for it depicts a somewhat 
myopic and compromised people, 
with an uncertain fate. Significantly, 
this meditation ends in Hiroshima, 
where Buruma asks all sorts of awk- 
ward questions and gets few 
answers, as he animadverts on the 
grotesquerie history has forced upon 
the Japanese. 

What is it about these bombed 
and rebuilt cities that makes people 
say such odd things? Buruma heard 
more than a few non-sequiturs. 
And once in Nagasaki I express- 
ed my deep gloom to a Japanese friend 
who had been through the war as a navy 
man. I said that it was terrible that we 
should have done such a thing to them 
as drop these bombs. "Don't be so sad," 
he said. "If we had had one of those 
bombs we would have dropped it on 
you!” And then he laughed. One of 
those complex and  mirthless laughs. 
Buruma would have understood. 

m Paul Theroux 


China — its system of free enterprise. 

Apart from the relevance of that argu- 
ment, what else do we know about Taiwan? 
Or how much do we know about what the 
KMT does not want the world to know about 
itself? Thirty years ago, government oppo- 
nents were executed or assassinated. Ten 
years ago, they were sentenced to life im- 
prisonment. Today, many of them are de- 
prived of civil rights including the right to 
hold professional jobs. 

These are relevant questions to be de- 
bated given the fact that the KMT’s interna- 
tional propaganda is designed as much tc 
conceal as to reveal truths about its 40-yeas 
record of iron rule. Even though the pes 
capita income has reached the level of Spain, 
the island's 20 million People cannot elec* 
their president or the parliament. 

Probably no other authoritarian regime 
has fooled the world into thinking it was a 
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ALL THOSE WHO" VE NEVEP 
BEEN INSIDE A CITATION Ill, 
PLEASE STAND UP. 


Stroll along the aisle 

Or sink into a boardroom-sized leather 
recliner and kick off your shoes. 

You're aboard the all-new cabin of the 
Cessna Citation III. The most spacious ever 
offered in any Citation. And one of the most 
thoughtfully designedandhandsomelycrafted 
interiors ever offered on any business jet. 

Everything you see is new. Everything. 

In creating this elegant environment, 
Cessna designers started from scratch — with 
the objective of making the best possible use 
of every cubic centimeter of av silable space 

They succeeded beautifully. 

There is more head and shoulder room 
when seated in the luxurious new recliners 
More countertop area and floor space in the 


private lavatory. More smooth, uninterrupted 
expanses of specially dyed fabrics and hand- 
rubbed woods 

The lines are clean and crisp throughout, 
adding to the open, spacious feeling. But this 
new cabin doesn t just feel roomier. 

It actually offers far more usable living 
space than its nearest competitor, the 
BAe800. The Citation cabin's seating area is 
one meter longer. And while much of the 
BAe800 cabin is sacrificed to store baggage, 
the Citatio holds up to two station-wagon 
loads of luggage in a heated, easy-to-load 
external compartment. 

In fact, the new cabin is only the latest in 
a long list of reasons to choose Citation III 
over any other midsize business jet. 
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The Citation III is much faster than the 
BAe800. It's more fuel efficient. It flies higher 
than the BAe800. It's a far more advanced 
design, certified to more rigorous standards. 
And it's backed by the finest worldwide 
service center network in the industry. 

Small wonder more businesses fly Citation 
[Ils than any other midsize business jet. 

For more information, write Gordon 
C*Vieth, Cessna Aircraft Company, 
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Tel: (316) 946-6056. Fax: (316) 946-6640. 
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democracy so successfully as 
has the KMT. Few Taiwan resi- 
dents venture to guess pre- 
cisely how much of the tax- 
payer’s money is being spent to 
misguide international opinion 
in such public-relations exer- 
cises as inviting foreign offi- 
cials, legislators, journalists, 
scholars (many of them from 
the US) to Taipei. In the sec- 
recy-shrouded inner circles of 
decision-makers, that is class- 
ified as confidential intelli- 
gence. 

So what needs looking into 
is not so much the KMr's -e 
threadbare claim of competing < 
for the hearts and minds of the 
mainland Chinese populace, as 
the complex political, social and economic 
charade it has perpetrated to prolong its 
hold on power without attracting much out- 
side notice. How much longer can it resist 
the wavesofdemocratisation dashing against 
the shores of Asia, the challenge of people's 
power sweeping across the Philippines, 
South Korea, Pakistan, Burma, even Peking? 

Can Taiwan remain an exception to these 
other nations? Marc J. Cohen's book shows 
how unlikely this is going to be. In the past 
few years, particularly since the 1988 death 
of president Chiang Ching-kuo, Taiwan's 
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Social inequality as seen by a Taiwan cartoonist. 


native-based opposition — workers, Christ- 
ian activists, the Democratic Progressive 
Party — has steadily upped the ante in their 
struggle for a broader form of participation. 

Cohen makes no bones about where his 
sympathy lies (he supports the slogan 
"Taiwan for the Taiwanese," the term 
"Taiwanese" referring to aborigines and 
non-KMT Chinese immigrants settled on the 
island for several generations). His is the 
position of the anti-KMT human rights ac- 
tivist that he is; he is attached to the Asia Re- 
sources Centre in Washington D.C., where 
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he edits the Taiwan Com- 
muniqué, a publication chronicl- 
ing the mistreatment of dissi- 
dents. 

Nothing escapes Cohen's 
attention as he surveys 
Taiwan's checkered colonial 
history (from Spanish rule to 
Dutch, Japanese and finally to 
“the  mainland-based KMT”) 
and the current political and so- 
cial malaise. This approach re- 
sults in a book which reads like 
a flat compendium of facts and 
events without thematic drama 
or highlights. 

In the chapter dealing with 
political changes, the many 
pages analysing the KMr's 
techniques of political control 
leave one hungering for a distillation of in- 
sights. How, for instance, has the KMT suc- 
cessfully kept so many native Taiwanese 
from the major government and economic 
arenas for so long? What cultural idiosyn- 
cracies, if any, protect Taiwan from the agi- 
tations that have shaken its regional neigh- 
bours? However, such shortcomings should 
not obscure the book's many strengths. It is 
effective in its systematic debunking — al- 
beit from a dissident's point of view — of the 
many myths the KMT has managed to project 
over Taiwan'sreality. m Shim Jae Hoon 











SERVICE BETWEEN PACIFIC AND INDIAN PORTS 


The lines are served by a modern fleet meeting the requirements 


of customers. 


, €5C 


LINES have shown themselves to be reliable 
carriers: safety of cargo, timely delivery, sav- 


ing of transportation costs for shipper. 


FESCO !NDIALINE 


Confiects the ports of the Soviet Far-East with 
the ports of South-East Asia and India. The line is 
designed for carriage of breakbulk, container, 
reefers and liquid cargoes. 


FESCO AUSTRALIALINE 


Is served by containerships operating between 
Vostochny (USSR), Japan, Hong Kong, Philip- 
pines and Australia. 


TRANS-SIBERIAN CONTAINER 

SERVICE (TSCS) 

Is quick in delivery of cargo from Japan to 
Europe, Iraq, Iran and Afghanistan. Fesco ves- 
sels — members of TSCS — regularly call at the 
ports of Japan, Australia, Philippines and Hong 
Kong. 
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Is new container service between ports Vos- 
tochny (USSR), Japan, Hong Kong, USA, New 
Zealand. 
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In the eye of the beholder 


Western Images of China by Colin 
Mackerras. Oxford University Press, Hongkong. 
No price given. 

Colin Mackerras, noting that ethnocen- 
trism and prejudice are not confined to the 
West, writes that a study of Western images 
of China "offers the potential of moving 
against these twin evils.” A study of 
Chinese images of the West, he adds, would 
be "equally valid and useful." While teach- 
ing English at the Peking Foreign Languages 
Institute during 1964-66, Mackerras was 
deeply impressed by the contrast between 
the images of China then widely held in the 
West and his own first-hand perceptions of 
the country. Some 20 years later he returned 
to the Foreign Languages Institute to deliver 
a series of lectures on the theme of Western 
images of China. 

In this book Mackerras, a sinologist at 
Brisbane's Griffith University, has deve- 
loped the lectures into a systematic study 
extending from the earliest Sino-Western 
contacts up to 1987, the year when the 
manuscript was completed. The book, in 
focusing upon the origins and nature of the 
West's perceptions of China, is thus an ex- 
cursion into Western cultural and intellec- 
tual history. (For the purposes of his study, 
Mackerras has defined the West as compris- 
ing Western Europe, North America, and 
Australia, while specifically excluding Cen- 
tral and Eastern Europe and Russia.) 

Mackerras stresses that "Images are not 
and have never been necessarily the same as 
reality . . . What all observers of China ap- 
pear to have done is to filter what they see 
through the spectacles of their own back- 
grounds, ideologies, biases, and experi- 


ences." He adds that “while there can be 
common ground between images and 
realities, they rarely or never overlap com- 
pletely." 

The book concentrates on Western im- 
ages of the Chinese people and of China's 
society, politics, history, and, to a lesser ex- 
tent, economy. It is divided into three parts 
dealing respectively with selected periods 
prior to 1949, Western perceptions of 
Chinese history, and images of post-1949 
China. Sources range from Western literary 
and scholarly works to films and television 


es. 
As Mackerras demonstrates, the primary 
sources of Western images of China have 








The knell of parting day 











Tamas Tamas by Bhish: Bhisham Sahni, translated by Jai 
Ratan. Penguin Books, New Delhi. £3.99 
(US$6.25). 

Tenements of Clay by Jon Thurley. 
Hamish Hamilton, London. £12.95. 


Several hundred deaths. Several hun- 
dred rapes. Several thousand refugees 
Such are the grim statistics that shroud out- 
breaks of communal violence. Add a further 
veil of catch-all phrases — religious bigotry, 
racial intolerance, ethnic tension — and the 
outsider is left to puzzle over the forces that 
drive neighbour to slay neighbour. 

Jt requires a sharper focus, a more 
human scale to tear these curtains aside and 
reveal the horrible anatomy of such conflict. 


The novel Tamas is just such a work. 

Of its cast of characters, only a few are 
instigators of the turmoil, driven by cold 
fanaticism or Machiavellian purpose. Most 
simply respond to events with small acts of 
courage or cowardice, motivated by com- 
monplace emotions like jealousy, good- 
heartedness or fear. They include Hindus, 
Muslims and Sikhs, neighbours in a small 
town and its surrounding villages in what is 
now Pakistan. The time is the bloody period 
just prior to Partition. The elements of the 
story, however, are easily translatable to 
countless contemporary settings — a village 
in Sri Lanka, a town in Azerbaifan, a hous- 
ing estate in Northern Ireland. 

The first attacks are symbolic. A slain pig 
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historically been Westerners and the West it- 
self. The early Western consciousness of 
China, to which Marco Polo contributed, 
and the Jesuit images of the 17th and 18th 
centuries culminated in the "sinomania" of 
the Enlightenment. The 19th century, how- 
ever, brought a dramatic shift in attitudes. 
Mackerras writes that "the rapid technologi- 
cal progress which resulted from the Indus- 
trial Revolution made most Westerners ex- 
tremely sure of themselves and led them 
to look down on those they regarded as 
backward or inferior, who included the 
Chinese.” He concludes that "Western ob- 
servers conveyed images which conformed 
with the expansionist aims which had dri- 
ven them to China in the first place. Their at- 
titudes were entirely consistent with the im- 
perialism of their day.” 

During the 20th century Western percep- 
tions have continued to reflect the evolving, 
Sino-Western relationship, especially since 
the founding of the People’s Republic in 


= 1949. The sinophilia of the early and mid- 


1980s, the result of Sino-American détente 
and China’s post-Mao open door policy, 
overshadows the hostile Cold War images 
of the 1950s and 1960s. 

Mackerras uses an interesting analytical 
framework. Applying Michel Foucault's 
au courant theory that the relationship be- 
tween knowledge and power takes prece- 
dence over that between knowledge and 
reality, he concludes that the dominant im- 
ages of China at given times have been 
shaped by power groups, including govern- 
ments, seeking to advance favoured policies 
towards China. He also assesses Western 
images of China in terms of Edward Said's 
critique of Western scholarship on Asia and 
finds that “Orientalism” (viewing Asia from 
an ethnocentric Western perspective), while 
now in decline, remains “very far from 
dead.” 

In sum, this is a thoughtful book on a 
complex subject. B Jon W. Huebner 


is deposited on the steps of a mosque, a cow 
is found dead in ditch. While local politicians 
bicker among themselves, the trouble esca- 
lates. Individuals are seized, murdered or 
humiliated. Finally the situation explodes 
into mob violence, shattering the society to 
its core. The threads of social and economic 
contacts that had linked the various com- 
munities are severed irrevocably. When 
fragile calm returns, nothing is as it was. 
The continuing fragility of religious 
coexistence in the Subcontinent means that 
more than a dozen years since the first ap- 
pearance of Tamas in Hindi (and over 40) 
since Partition itself), the novel still makes 
many uneasy. Just last year, a TV series 
based on the book sparked a major con- 
troversy. Community leaders demanded its 
cessation for fear it would re-ignite old 
flames of hatred. Others cried out against 
such censorship. Finally, the Supreme 
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Court of India, upholding the judgment of 


the Bombay High Court, decided in favour 
of the TV series. Any harm it might do, it ar- 
gued, was far outweighed by the lessons it 
could teach, especially to younger genera- 
tions who had not witnessed the horrors, 
and might otherwise be tempted along the 
road of fundamentalism. 

In fact, one of the novel's most striking 
themes is the way young people are drawn 
into the conflict, often to commit the most 
callous or self-destructive acts. Nurtured on 
tales of ancient conflicts, they are easily 
intoxicated by the call to arms. In one scene, 
for example, a group of Hindu boys pre- 
pare to ambush a passer-by. Their arsenal 
is makeshift, mostly stolen from their 
mothers' kitchens, their victim is a simple 
pedlar. Yet, in their heads they are saffron- 
turbaned warriors boldly attacking the Mus- 
lim invader. 

This edition of Tamas is its second English 
translation, the first, entitled Kites Will Fly, 
appearing in 1981. Although the prose occa- 
sionally suffers from some stiffness and is 


marred by glaring typographic errors (one 
every two or three pages), the reader is soon 
so caught up in the gathering momentum of 
the tragedy as to ignore these faults. Jon 
Thurley's Tenements of Clay has the opposite 
effect. Beginning with a compelling portrait 
of an Anglo-Indian boy culturally adrift in 
the last days of the Raj, the plot then lurches 
in so many directions that it requires an ef- 
fort to finish the book. 

James Mackenzie, son of a British father 
and Indian mother, grows to manhood in 
the twilight years of the Raj. His personal 
conflicts of allegiance are mirrored in those 
of the society in which he mixes — one of a 
British and Indian élite faced with the seem- 
ingly inevitable end of British rule. The 
British, especially those from long-estab- 
lished Raj families (as is Jon Thurley himself) 
are caught in a tangle of affection and dis- 
taste for a country they may have to leave; 
the Indians are torn between a growing 
sense of nationalism and a nostalgic attach- 
ment to British ways, many of which they 
have themselves embraced. 





Too big for his boots 
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Douglas MacArthur: The Far Eastern 
General by Michael Schaller. Oxford 
University Press, New York. US$22.50. 
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Another biography of Gen. MacArthur? 
Library shelves already groan with the 
weight of dozens of popular biographies 
and at least three serious studies of impres- 
sive bulk. Has Michael Schaller, a University 
of Arizona professor, discovered something 
previously overlooked? Not really. But 
by demythologising William Manchester's 
"American Caesar," Schaller provides a re- 
freshingly candid portrait of the old soldier. 

The myth was that MacArthur was a 

~ peerless field commander, the sole architect 
of victory in much of the Pacific, whose “bril- 
|, Jiance" demolished the enemy while spar- 
. ing American lives. The fact was that the 
general's “win-or-die” demands for frontal 
ult in illconceived campaigns were 
needlessly wasteful of life. 

The myth, ceaselessly promoted by the 
general himself, was that MacArthur pos- 
_ sessed a unique knowledge of "oriental 
psychology." The fact, Schaller argues, was 
chat he knew very little about the great politi- 
upheavals occurring in Asia. His pro- 
uncements concerning the immature and 
eable brain of the Japanese ("like a boy 
12") had "the ring of a nineteenth century 
andy," Schaller writes. 

The myth held that, in addition to being a 
gend on the battlefield, MacArthur was a 
tesman responsfble for the transforma- 
n of Japan into a democratic society. The 
tt, Schaller says, was that the Occupation 
form programme had been drafted in 
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Washington months before the general ar- 
rived in Tokyo and that State and War De- 
partment officials "spent much of the next 
three years to force him to carry it out." 

The most fascinating revelation Schaller 
provides is the enormous gulf between the 
public's image of MacArthur and the private 
perception of the general in the eyes of na- 
tional leaders. While the homefront view of 
MacArthur was almost worshipful, FDR 
spoke of him as one of the "two most 
dangerous men in America" (the other was 
Huey Long) and described his handling of 
Corregidor as "criminal." Truman 
saw him as a "stuffed shirt" and a "supreme 
egoist who regarded himself as something 
of a god." Eisenhower described MacArthur 
as a big baby for his handling of the initial Ja- 
panese attack on the Philippines and after 
the war spoke of him as a “man of no charac- 
ter" who had "spent a life of hate and envy" 
directed at those closest to him. 

All of this raises a question about the ori- 
gins of the stirring images, "Lion of Leyte," 
“Hero of the Pacific,” etc. The general's own 
theatricality and the grandiloquent rhetoric 
doubtless contributed — what if he had said 
“We shall return” to the Philippines? 
Beyond that, however, Schaller offers ample 
evidence of the importance of PR and censor- 
ship in fabricating the general's image. 

From the earliest days of his command in 
the Philippirtes until the Korean War, the 
“MacArthur communiqué,” couched in the 
commanders own lush prose, presented 
the general ànd the general alone as respon- 
sible for victories. Gen. Robert Eichelberger 
recalled that to steal "any publicity from 
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War arrives to hasten the end of the old _ 
order. But the first casualty is the cohesion of. 
the novel itself. From then on the reader has - 
to wade through plot and sub-plot, some of - 
which simply fizzle out, others of which pre- 
sume a familiarity with the events in Thur- 
ley's previous Raj novel, Household Gods. 

As a writer, Thurley is at his best when | 
creating a mood. He draws on the minutiae _ 
of sensations — the smell of the foliage, the 
cry of a bird, the progress of a beetle over a 
rock, to lure the reader into a dusty Indian ~ 
dawn or smoky twilight. But, with few ex- _ 
ceptions, his landscapes are peopled with — 
cardboard figures who converse in stiff | 


dialogue to introduce their personal in- — 
trigues or broader political events (a dlumsy |. 
way of setting the action in its historical — _ 


context). The abrupt introduction of these 


characters” psychological complexities only | 
underlines how unconvincingly they are — - 


drawn. A ruthless editor could perhaps 
have rescued the book. As it stands, it is 
merely an unsatisfying and, at times, irritat- 
ing work. B Theresa Mumford 


MacArthur was like driving a dagger into his 
heart.” As one journalist noted, MacArthur 
“had to win the war every morning” and the 
general could count on his ever sycophantic 
staff to conceal from, or supply appropriate 
data to, the press. Generals and politicians 
in Washington knew and despised the con- 
ceit and the distortions but went along with 
them to bolster sagging morale in the open- 
ing months of the war. Similarly, the White 
House and the War Department knew 
of MacArthurs acceptance of a secret 
US$500,000 cash "gift" from the Philippine 
Commonwealth's president Manuel Que- 
zon in February 1942 but said nothing. 

This thought-provoking study of the 
controversial MacArthur makes an impor- 
tant contribution to our understanding not 
only of the mar, but also the conduct of the 
Pacific and Korean wars arid the Qccupation 
of Japan. But the book does not have the 

even-handed quality of D. Clayton James’ 
three-volume The Years of MacArthur. Schal- 
ler, in his zeal to argue a lawyer’s brief, great- 
ly understates the general's contribution to - 
the Occupation. Far from simply respond- 
ing to orders from Washington, the Su- 
preme Commander took the initiative in 
crucial matters such as Article IX and the re- 
tention of the emperor. 

And if MacArthur's comment about Ja- 
panese 12-year-olds sounds patronising, it 
has to be observed that many Japanese find 
merit in the assessment. À year ago, for 
exafnple, Todai comparative literature pro- 
fessor Sukehiro Hirakawa cited MacAr- 
thur’s remark to underscore his péint about 
the nation’s malleability, "Only when Ja- 
panese intellectuals stop indiscriminately 
admiring foreign ideas and values,” he 
wrote, “will they advance from student to 
teacher.” B John H. Boyle | 
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Hongkong set to opt for quickest airport replacement 


The HKS100bn answer 





By Michael Westlake in Hongkong - 


he saga of official procrastination, 
expensive consultation, and post- 
uring which has surrounded 
Hongkong's long-awaited decision 
on where to site a new airport and container 
port will finally end on 11 October when 
Governor Sir David Wilson is expected to 
announce the government's choice of a site 
adjacent to Lantau island. 

A report to the government by the Port 
and Airport Development Strategy (Pads) 
study team makes it clear that a new airport 
at Chek Lap Kok, west of Lantau, offers the 
fastest and cheapest solution to congestion 
problems — though another site in the west- 
ern harbour near Lamma island would offer 
a longer lifespan and more room for further 
development. 

Whichever of the two already widely re- 





Hongkong's links to the future 


ported options is chosen, the giant inter- 
linked project will cost HK$98.7-104.9 
billion (US$12.7-13.4 billion) at 1988 prices. 
It is intended to be capable of handling 
the territory's port and airport devélop- 
ment needs fom the next 20 years, and 
with furfher incremental expansion up to 
2023-29.. 

The project will in effect be a farewell pre- 
sent from Britain to Hongkong which re- 
verts to Chinese sovereignty in 1997. But be- 
cause the Hongkong Government hesitated 


for so long before even admitting that such a 
scheme was necessary, let alone feasible, 
constraints imposed by lead times and exist- 
ing capacity seem to make a decision in 
favour of the second-best but cheapest and 
fastest option almost inevitable. 

A meeting of the Executive Council, 
Hongkong's top legislative body, on 19 Sep- 
tember called for more information on both 
options from government officials, raising 
hope in some quarters that Hongkong 
would not yet again be forced into adopting 
a short- to medium-term approach at the ex- 
pense of longer-term benefits. 

But sources told the REVIEW that a degree 
of stage-management by the government 
was involved. Suspense is to be maintained 
until the last possible moment in order to 
avoid stealing the governor's thunder on 
what is seen as a major confidence-booster 
for Hongkong in the wake of the 4 June tur- 
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Further development 
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moil in Peking and the subsequent political 
crackdown throughout China. 

The Chek Lap Kok site was first propos- 
ed in 1983 but shelved. The reason given at 
the time was that the recession made such a 
huge project impossible to contemplate, 
though it was widely suspected that a major 
factor was the lack of any agreement with 
Peking about Hongkong's future beyond 
1997. The Sino-British declaration was not 
finalised until late in 1984. 

The HK$44 million Pads study, which 
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started in February last year, took the y« 
2006 as the basis for comparison of costs 1 
three options, including that of leaving t 
airport at its current site, Kai Tak — a cho 
which might have seemed attractive to . 
administration whose leaders are intent : 
handing over control of the territory in le 
than eight years. 

But the study included the major fin 
ings of another consultancy, a HK$12 m 
lion report on Kai Tak's capacity limits | 
RMP Encon, a unit of US consultants Ral} 
M. Parsons. This report, completed in Se 
tember last year, found that even with 
HK$2.4 billion package of improvemer 
the present airport would reach passeng 
capacity limits by 1996 and cargo limits | 
2000 


Further, the economic losses caused | 
not relocating the airport would to! 
HK$101 billion from 1997-2010 — a cond 
sion which finally persuaded the gover 
ment that a new airport must be built. Hox 
ever, neither option can now be operation 


| until after Kai Tak has reached capacity 


1998 for Chek Lap Kok, and 2000 for tl 
western harbour site. Some losses are ther 
fore inevitable. 


he major problem for the Pa 

group, which had to take in the r 

sults of more than 20 parall 

studies as well as earlier report 
was that there is no perfect "greenfield" a 
proach which allows port, airport, transpc 
links, new towns and other associated i 
frastructure to be built to their separate ide 
standards. 

Any alternative to Kai Tak eliminates tl 
convenience of proximity to the city whic 
business travellers today regard as a sigr 
ficant advantage for Hongkong. Plans fi 
land transport links to both sites are far fro 
firm, and might not stand up to futu 
scrutiny. Chek Lap Kok in particular wou 
involve a long trip from Hongkong Island 
Central business district. 

Putting the new airport at Chek Lap Kc 
means greater potential for development : 
port facilities in, and access to, the wester 
harbour. Butit constrains both the size of tł 
airport site and the rate of takeoffs and lanx 
ings it can accept on two parallel runway 
900 m apart. 

It means that, with tirban developme: 
near the airport and port facilities on an art 
ficial peninsula near Lantau's northeaster 
tip, road and rail links between Kowloo 
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and northern Lantau can be shared, produc- 
ing economies. But, the report warns, this 
would render both the port and airport vul- 
nerable to closure of the North Lantau Link 
— expected to be via a giant suspension 
bridge — until the year 2004, when a second 
link would be needed anyway. 

Siting the new airport in the western 
harbour on a huge reclamation alongside 
Lamma island maximises the airport's po- 
tential, with two parallel runways 2.2 km 
apart and room for two further runways 
when required. But the presence of the re- 
clamation and the constraints imposed by 
height-clearance limits along aircraft take- 
off and approach paths limit access to a 
large area in the western harbour for ship- 
ping. 

Port development would again begin on 
northeastern Lantau, but later terminals 
would have to be put along the northwest 
coast. Shipping would therefore require a 
dredged deepwater channel north of Lantau 
where silt clearance would be a constant 
problem. Otherwise, relying only on a chan- 
nel east of Lamma island runs the risk of all 
major shipping being halted if a vessel was 
to sink in that area. 

Capital costs to the year 2006 are surpris- 
ingly similar for the two schemes, consider- 
ing the separation of land transport links for 
the western harbour option. 

With the Chek Lap Kok airport site, the 
airport itself is estimated to cost HK$29.5 bil- 
lion, port facilities HK$41.5 billion, transport 
links HK$22.6 billion, urban development 
HK$9.9 billion, and water and sewerage 
HK$3.2 billion, making a total of HK$98.7 
billion. 

This replacement airport would have an 
ultimate capacity of 79.4 million passengers 
a year — likely to be reached in 2023 — and 
4.4 million tonnes of cargo. Net economic 
benefit compared with retaining Kai Tak is 
estimated at HK$27-56 billion, depending 
on how prices can be used to limit demand 
at Kai Tak. The first runway could be in op- 
eration by January 1998. 

Adoption of the western harbour airport 
site would cost an estimated HK$30.2 billion 
for the airport, HK$39.2 billion for port 
facilities, HK$24.7 billion for land transport 
links, HK$7.3 billion for urban develop- 
ment, and HK$2.8 billion for water and 
sewerage, totalling HK$104.9 billion. 

This site would have an ultimate capacity 
of 94 million passengers a year, expected to 
be reached by 2029, and 5.3 million tonnes of 
cargo — but with space available for extra 
runways and terminals. Net economic bene- 
fit over retaining Kai Tak is put at HK$16-45 
billion. The first runway could be in use by 
January 2000. 

Additional development costs from 2006- 
11 are almost identical given the vagaries 
of long-term anal¥sis — HK$35 billion if 
Chek Lap Kok is used, or HK$34 billion with 
the western harbour site. 

The two final options were chosen from 
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an initial 46 schemes which were put 
through a two-stage evaluation process. 
Both are hybrids which attempt to combine 
the best features of those which survived 
early screening. 

Not included are the results of two other 
studies — one by Hongkong’s Civil Avia- 
tion Department on the aeronautical aspects 
of the sites, and the other, entitled Financial 
and Institutional Studies — performed by 
merchant bankers Schroders Asia — on 
financing options and alternative schemes 
for forming an airport development corpo- 
ration with different mixes of government 
and private sector participation. 


he Pads study does, however, 

contain a comment that a corpora- 

tion set up to run construction of 

the new airport would produce the 
fastest possible result, saying that other- 
wise a delay of up to two years might 
ensue. 

But it also says that a two-year delay 
would cause economic disbenefits of 
HK$1.5-2.5 billion — an apparently small 
amount compared with the total cost of the 
project, and implying that the extra two 
years needed for the western harbour 
scheme might be worthwhile in view of the 
longer-term benefits. 

Against that, the government's priority is 
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one from the man who forced the govern- 
ment into looking at the future airport sites 
in 1986 — Hongkong businessman Gordon 
Wu, whose Hopewell Holdings led a con- 
sortium of local hongs in proposing a giant 
combined port and airport project on an arti- 
ficial island not far from the western harbour 
site proposed by the Pads study. 

Wu faced a barrage of damnation by faint 
praise from various senior government offi- 
cials. Praise came in the form of descriptions 
such as “visionary,” but the airport was first 
said to be “not an issue” by Financial Secret- 
ary Sir Piers Jacobs in 1986. Last year it was 
Jacobs who had to announce the 1996 limit 
and huge economic disbenefits involved 
in keeping Kai Tak. 

Wu's plan was then described by Chief 
Secretary Sir David Ford as not feasible be- 
cause of the amount of labour and other 
resources it would consume. Ford later 
chaired a steering group to examine Pads- 
style schemes and still later was in charge of 
policy direction for the Pads team. 

In the end, Hopewell's idea was aban- 
doned because, according to the Pads re- 
port, in the area in which the island was to 
be sited, the marine mud contains gas which 
might complicate reclamation and require a 
longer time for settlement of the site. 

But the thinking Wu applied to his plan 
has been thoroughly vindicated. In effect, if 


| 


| 
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almost certainly to maximise the port's 
facilities. Last year 81.3 million tonnes of 
cargo moved through Hongkong's port, up 
15% over 1987, representing just over 90% of 
Hongkong’s cargo movements by weight. 

Aviation advocates point out that air- 
freight's 195 f cargo tonnage is worth about 
25% of total value, and that access to air 
transport is vital for Hongkong’s financial 
and services sector, quite apart from tour- 
ism. 

Among options tested and rejected was 
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Hongkong is to have a future beyond 1997, 
it needs to make itself economically vital to 
China by putting in place enough infrastruc- 
tural capacity to prevent China from need- 
ing'to build its own. | 

Wu's contribution to Hongkong's future 
has thus already been enormous. By forcing 
the government to look at the longer term, 
instead of taking its usual ad hoc, incremen- 
tal approach to infrastructural development, 
Wu has won, albeit grudgingly, the "— 
he deserves. 


BUSINESS AFFAIRS 


COMPANIES 


Citic looks set to ride out corruption crackdown 


Relatively s 


By Louise do Rosario 

hina International Trust and Invest- 

ment Corp. (Citic), the high-flying 

Chinese trading and investment con- 
glomerate, has survived its severest political 
test in a decade — Peking’s crackdown on 
economic malpractice. But the group is 
likely to be more cautious and subdued in its 
business management as a result. 

Rumours that Citic might be in trouble 
were widespread after the Chinese Govern- 
ment launched a drive against profiteering 
and corruption in September last year. The 
most flamboyant and profitable state corpo- 
ration of its kind, Citic appeared to be a con- 
venient target for hardliners looking for a 
scapegoat for some of China's economic ills. 

But Citics business empire of 23 sub- 
sidiaries, 100 joint ventures and 150 domes- 
tic projects has remained intact, while other 
big corporations, such as Kang Hua Deve- 
lopment Corp., have been disbanded or had 
their operations trimmed. Citic, meanwhile, 
feels secure enough to celebrate its 10th an- 
niversary on 3 October with more than 100 
foreign celebrities, such as former US secre- 
tary of state Alexander Haig. 

But it seems that the conglomerate only 
narrowly escaped Peking's wrath. Citic Re- 
search International was one of the four Pe- 
king-based think-tanks singled out by con- 
servative leaders for its support of the April- 
June student-led protests. And twice this 
summer, Citic's economic management was 
openly criticised. In July, the official Xinhua 
newsagency reported that Citic and a 
Hunan-based trading corporation had 
illegally exported 100 tonnes of electrolysed 
nickel worth US$1.26 million. And in Sep- 
tember, Citic was fined Rmb 18.81 million 
(US$5.05 million) for foreign-exchange 
speculation. 

Foreign businessmen with close ties to 
Citic were concerned that these events 
suggested the company had fallen out of 
favour with Peking. Rumours abounded 
that Citic, directly under the State Council 
until recently, would be put under the con- 
trol of the People’s Bank of China or the 
State Planning Commission. Another report 
said that because big corporations like Citic 
would no longer enjoy any administrative 

ranking, from this autumn they would be 
given less*preferential treatment. 

But judging from the ease with which 
Citic chairman Rong Yiren dispelled such 
rumours at a recent press conference, Citic's 
bad days are over — for the time being. Citic 
has been saved by its international prestige, 





afe 


its business success, its skilful political man- 
oeuvring and, most importantly, its exten- 
sive links with the top leadership. 

Its board of directors includes former 
ministers, mayors and prominent Hong- 
kong businessmen. It even has good mili- 
tary ties: it took over the operation of a mili- 
tary factory last year, while its subsidiary 
Poly Technologies is the purchasing agent of 
the People's Liberation Army. 

Citics other way of cultivating connec- 
tions is to employ the children of senior offi- 
cials. Despite new regulations banning such 
employment, Citic is still hiring relatives of 
officials from different political factions be- 
cause they provide one of the most reliable 
safeguards against the vagaries of China's 
volatile politics. 

Deng Zifeng, a son of paramount leader 
Deng Xiaoping, is a deputy chief engineer, 
while Wang Jun, son of the state's vice-pre- 
sident Wang Zhen, is a Citic vice-president 
in charge of several group subsidiaries. 

Rong, who also serves as a vice-chairman 
of the National People's Congress, has 





proved a shrewd politician. During the hey- 
day of economic liberalisation, Citic rapidly 
expanded its ties overseas so that today Pe- 
king cannot easily crackdown on it without 
harming the country's open-door policy. 
And by inviting top foreign businessmen to 
China at a time when Peking is suffering 
Western sanctions in the wake of the 
Tiananmen Square massacre, Rong has 
demonstrated Citic's influence overseas and 
how it could help break China's diplomatic 
isolation. 

Citic's political health may be sound but 
its finances are not. Like other Chinese en- 
tities, Citic has been hurt by the national 
austerity programme, including a tight cre- 
dit squeeze, which has restricted invest- 
ment. The Western freeze on loans to China 
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has made life even more difficult for Citic, 
which, more than any other Chinese organi- 
sation, is an active borrower in internationa 
money markets. 

Citic has not floated a bond overseas 
since January in contrast to the three to four 
a year it averaged in recent years. If the loan 
freeze continues, Citic will find it difficult tc 
refinance the many yen bonds due to ma 
ture in the early 1990s. And even if interna 
tional outrage against the Peking massacre 
subsides soon, Citic will still have to pay 
more than the cheap 25 basis points above 
Libor (London interbank offered rate) fo: 
commercial loans it enjoyed when foreign 
bankers were queueing up to lend tc 
China. 

Citic is also feeling the strain of recen 
rapid over-expansion. Between 1986-88 
Citic's debts grew from Rmb 2 billion to Rmt 
7.4 billion, while its lending tripled to Rmt 
10.15 billion. Its domestic investment during 
the same period grew from Rmb 0.9 billior 
to Rmb 2.44 billion, while its overseas invest 
ment more than doubled to Rmb 611.3 mil 
lion. Despite its tight finances, Citic is un 
likely to default on loans. As a key state cor 
poration, it would always be bailed out by 
Peking, if only to maintain China's gooc 
borrowing record. 

Citic officials are taking pains to assure 
foreigners that business is back to normal 
Nevertheless, the conglomerate is expectec 
to make some important investment shifts 
reflecting China's changed economic anc 


Š political climate. These are: 


> A more measured growth of Citic's in 
vestment in Hongkong, brought about by 
the predicted slowdown in the territory": 
rate of economic expansion and China's na 
tional auditing exercise which is targetec 
specifically at mainland companies in Hong 
kong. 

> A slowdown in trading activity, whict 
generates Citic’s quickest and biggest re 
turns. Last year, Citic handled US$400 mil. 
lion worth of trade, US$230 million of whict 
was for a Jiangsu power station. The officia 
report of Citic's illegal export of nickel ha: 
served as a high-level warning that unau 
thorised speculative trading will not be toler 
ated. 

> In accordance with Peking’s new indus 
trial policy of favouring heavy-industria 
and infrastructural projects, Citic is expectec 
to channel more resources to long-term 
low-yield projects, away from high-profi 
property sector and other industries whict 
are now Officially frowned upon. Citic’ 
heavy involvement in domestic property 
mainly hotels and office buildings for for 
eign businesses, may herald problems 
especially if foreign businesses continue t 
perform badly. 

P Citic is also expected to borrow les: 
overseas because Chind's overall borrow 
ings will fall as concern mounts in Pekin; 
over the country's growing volume of for 
eign debt. i 
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INVESTMENT 


European money floods in as local funds flow out 


Against the tide 


Taiwan attracts European cash 1 


Total approved investment from Europe 





By Jonathan Moore in Taipei — =«s_—ié#ws 


hile Taiwan industrialists whinge 
W about the increasingly tough 

domestic business climate, for- 
eign companies are finding the booming 
East Asian economy an attractive place to 
invest. 

Taiwan has left its mark on Southeast 
Asia over the past two years as rising 
labour and land costs and evironmental con- 
cerns have forced local firms to shift manu- 
facturing plant overseas. But amid the 
domestic exodus foreign executives have 
been taking a long hard look at Taiwan as a 
potential regional base for value-added 
manufacturing. 

The US$1.5 billion of approved direct in- 
vestment by foreigners in the first eight 
months of 1989 has already surpassed 1987's 
high of US$1.2 billion. Japan is the largest in- 
vestor, with US$420 million approved, and 
Europe second, with US$353 million, ac- 
cording to figures released by the Economics 
Ministry's Industrial Development and In- 
vestment Centre. US firms have had US$280 
million approved so far. 

But whereas Japan and the US have been 
in Taiwan for decades, the splash being 
made by European firms is new. European 
investment in the first eight months of this 
year rose by 316% over the same period of 

1988. 


Unlike the 1987 foreign investment 
boom, which was fuelled mainly by Japan, 
the US and Hongkong, and was a result 
largely of expectations that the NT dollar 
would appreciate (REVIEW, 8 Oct. '87), the 
latest flood of funds is being put to more 
considered, long-term projects now that the 
NT dollar has peaked at NT$25.70:US$1. 

Executives cite a variety of attractions. 
Taiwan's growing wealth and consumerism 
have created strong markets for value- 
added products and services. Taipei's new 
emphasis on promoting technology-based 
industries is also attracting the attention of 
chemical, pharmaceutical and electronics 
companies making specialty products. 

Executives looking at Southeast Asia are 
attracted by Taiwan's stable government, 
wood infrastructure and solid economic 
growth prospects. Taiwan's labour force is 
well-educated and still comparatively low- 
cost for value-added industries. There is also 
the distant possibility that being in Taiwan 
will one day be a good place to be if direct 
rade opens up between Taiwan and China. 

European companies like ICI, Hoechst, 
Philips, Freudenberg and Bayer, are all mak- 
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ing significant investments in Taiwan. Al- 
though some, like Philips, are increasing a 
longstanding presence, others are making 
first-time investments. According to bank- 
ers, several more companies are poised to 
join them. 

Despite the growing environmental 
protest and stricter pollution controls, Tai- 
wan is a favourite among foreign chemi- 
cal companies. Firms making upstream, 
specialty chemicals have been lured to 
Taiwan by its integrated petrochemical in- 
dustry, strong local market and skilled en- 

g labour. 

Britain's ICI is the largest European in- 
vestor. It is spending some US$100 million 
on expanding a joint-venture plant in Kao- 
hsiung that makes a feedstock for plastic 
glass and adding pollution-control equip- 
ment. The company will also invest US$300 
million in a new plant which will be built in 
northern Taiwan for the manufacture of 
PTA, an ingredient in polyester fibre. 

"To us, Taiwan is still a good place to in- 
vest, but you have to be prepared to pay the 
price to have non-polluting plants," said 
John Chandler, director of IC's Taiwan oper- 
ations. "You've got to consider the psy- 
chological effects too, they are very sensitive 
here now to pollution," he added. 

The West German chemical giant, 
Hoechst, is making its first major invest- 
ment in Taiwan — a US$100 million joint- 
venture to manufacture super hard 
plastic out of methanol. Hoechst sees a big 
market in Taiwan for the product, called 
polyacytal resin, and hopes to get a head 
start on local companies that may be plan- 
ning to make the material soon. 
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Banks and securities houses, such as 
Union Bank of Switzerland and James Capel 
which have set up offices in Taiwan, hope to 
profit from Taiwan reform of the financial 
sector and to play a role in helping local com- 
panies invest their money offshore. 

In 1988, ABN/HBU Bank of the Nether- 
lands quadrupled its business in Taiwan by 
taking over the local operations of the Conti- 
nental Illinois Bank of Chicago. 

“There is no way [Taiwan's financial sys- 
tem] can do anything but positively deve- 
lop, and that will provide opportunities 
which we will be better placed to take ad- 
vantage of as a big player,” said Dennis 
Ziengs, general manager of HBU in Taiwan. 

For its part, cash-rich Taiwan no longer 
encourages foreign investment, except 
those which will help upgrade its technolog- 
ical capabilities. 

Local and foreign firms can get tax breaks 
and other incentives by investing in certain 
hi-tech industries, and in projects that in- 
clude pollution-control equipment. 

Taiwan has started to upgrade product 
quality by enforcing copyright protection 
and weeding out unlicensed, low-budget 
producers of generic pharmaceuticals, for 
instance. As a result, companies like Glaxo 
have started to believe that they can com- 
pete on a fairer basis with Taiwan manufac- 
turers. 

Economic conditions in Europe have also 
contributed to the investment surge. Euro- 
pean currencies have been relatively stable 
against the NT dollar, and “Europe has had 
a good few years and is in an outward in- 
vestment phase,” said John Brinsden, chair- 
man of the European Chamber of Com- 
merce in Taipei 

In addition, Taiwan has increased its ef- 
forts to expand trade with Europe as a 
means of diversifying its exports. The 
number of trade missions to Europe has in- 
creased, and the opening of Taipei trade of- 
fices by France, Switzerland, Italy, Britain 
and West Gerrhany has helped. to smooth 
the way for European investors. 
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REVIEW 
INDEX 


The Review Publishing 
Company Limited is now 
publishing a quarterly 
index which details by 
country, subject and date 
everything that has ap- 
peared in the Review. 


The index is available on 
a quarterly basis. Sub- 
scribe now and each 
quarterly index will be 
sent to you automatically 
as soon as it becomes av- 
ailable. A vital research 
tool, the Review index 
will save hours of need- 
less searching for infor- 
mation. ORDER YOURS 
TODAY! Only HK$290 
(US$37.50) for 4 quar- 
terly issues. Just complete 
the coupon below and 
send with your payment. 


AURA QUID. APHPI. VERA MAS MAR HIA idii HARE disi dii aada bis. VU. FUP UNE MÓN Ain R HARÉ ARP SH sin sivo Pc) MU A ke A lii 


The Circulation Depart- 
ment, Review Publishing 
Company Limited, GPO 
BOX 160,'Hongkong. | 


Please send my order for the 
Review Publishing Company Lim- 
ited QUARTERLY INDEX. | en- 
close HK$290/US$37.50 (or its 
equivalent in local currency) in 
payment. 


(Plaase prínt in block letters) 


Name: 
Address:* 


| stock in India at more than US$600 
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ECONOMIC RELATIONS 


India and the US finally settle a double tax pact 


Delerred taxation 


oaan RAT oa RE ET aeaaea 


aaa ae 


3 ndis and “the US Pa > initialled an un- 
I usual. dual taxation- agreement that 
should make life easier for US business- 
men wishing to site investment in India. The 


| draft treaty breaks a 30-year deadlock in 
| Indo-US trade relations, and comes despite 


the acrimony that accompar ied India’s 





| naming under the US “Super 301” trading 


provisions earlier this year. 
The treaty, which has yet to be ratified, 


| will let companies and individuals from 
| either country determine. which. govern- 


ment will levy what taxes on various 


| categories of income earned in either coun- 


try. Among other things, the treaty stipu- 
lates maximum tax rates on dividends paid 
(no more than 2596), interest (generally 15%) 
and royalties (15-20%). 

The US is one of the last major Western 
countries to have agreed to a double taxa- 
tions avoidance agreement — so the treaty is 
important in putting US businesses on a 


more equal footing in India with their Euro- 
| pean and Japanese competitors, who up to 


now have had a clearer idea of the tax impli- 
cations of their investment decisions than 
the Americans. c Xon 
The US is not only India's large: 
partner but has also become its leading 
source of direct foreign investinent (DED and 
of new licensing and royalty collaborations. 
Calendar 1988 was a record year in Indo- 
US trade, with two-way trade reaching 
US$5.7 billion, 34% more than in the pre- 





| ceding year. India’s trade surplus on this 


amounted to almost US$700 million, while 


committed US DFI rose to US$65 million, up 
| from US$25 million in 1987. ; 


The best estimates put existing US DH 
5$600 million, 





spread across 21 Indian states with. heavy 


| concentrations of joint-venture industries in 
| Bombay, New Delhi and West Bengal. - 


The thick and, at times, painfully de- 
tailed document signed on 12 September 
will come into effect on 1 January 1990, pro- 
vided the US Senate endorses the accord 
this year. If the senate's tight legislative pro- 
gramme crowds out the accord, the rules 
will have to wait for another calendar year 
before being implemented. 

Much of the text simply embodies stand- 
ard double taxation practice as,.for example, 
in the provisions determining when a busi- 
ness is operating a "permanent establish- 
ment,” or in the standard retiprocal tax 
exemptions to income earned by each coun- 


| try'sshipping and aircraft operations. 
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Yet much of the agreement also brea 
new ground, especially in the treatment 
royalties. Taxation rates on industrial ar 
copyright royalties are set at a maximum | 
20% for the first five years of the treaty’s lif 
with rates falling thereafter to 15%. TI 
usual Indian bias towards the public sector 
maintained — Indian state-owned firms w 
pay 5% less tax on royalties paid to US firn 
than their private-sector counterparts. 

A particularly novel element in the dre 
treaty is the inclusion, in a separate e 
change of notes, of highly detailed cas 
studies of when payments will fall withi 
the “included services" of a sale or lease : 
intellectual property. The 12 examples a 
meant to serve as “interpretive guidance 
for the taxmen. 

Exactly 30 years ago, the senate failed 
ratify an earlier Indo-US tax treaty, whe 
legislators objected to "tax-sparing" prov 
sions inserted at India’s insistence. The: 
provisions would have resulted, it was a 
gued, in US taxpayers subsidising tax ince 
tives for US firms to invest in India, and thi 
"exporting American jobs overseas." 

But since the US' 1986 Tax Reform A« 
effective US tax levels have fallen to a lev 
where arguments about forgone revenue r 
longer carry much force. Sensing the oppo 
tunity, US businessmen lobbied Prim 
Minister Rajiv Gandhi during his 1987 U 
visit for another try at a treaty. Talks bega 
in 1988 and were concluded last May. 

The treaty also signals the resumption « 
a business-as-usual approach to Indo-U 
commercial affairs, after the noisy public re 
ception that earlier this year greeted India 
naming under the US' "Super 301" trad 
legislation. Under this legislation, the tra 
ing practices of those countries named wer 
to be investigated within a fixed time 
table. ! 

In May, the US Trade Representativ 
(USTR) Carla Hills, cited India's nationalise 
domestic insurance market and restrict 
foreign investment policies as amounting 
unfair practices. India was also included o 
a "priority watch list" for "failure to prote 
US intellectual property rights." 

Indian. Finance Ministry sources a 
knowledge that the US moves have led to 
better coordination of trade issues within th 
bureaucracy. By focusing on US objectior 
to demands by government institutions fc 
equity stakes in some joint ventures, it : 
hoped the USTR will beeable to announc 
some progress when she reports to the U 
Congress on 1 November about the attitud 
of the "Super 301" countries. 


5 OCTOBER 198 





POLICIES 


Pakistan unveils sweeping privatisation plans 





By Salamat Ali in Karachi 


n keeping with the global trend, Pakis- 

tan's 10-month-old socialist government 

of the People's Party has decided to 
privatise a large segment of the country's 
public sector. Although the government will 
hang on to economically inefficient but 
strategically important enterprises, seven 
large and relatively profitable units are to be 
partially privatised over the next four years. 
But it seems there is to be little change in the 
management that is now in the hands of 
bureaucrats. 

The decision to sell equity in the seven 
state companies is based on a report by a 
British merchant bank N. M. Rothschild, 
prepared for the government in coordina- 
tion with World Bank affiliate the Interna- 
tional Finance Corp. The aim is to channel 
the savings of several hundred thousand 
private investors into the stockmarket, 
which currently has an extremely 
narrow capital base. 

In keeping with the socialist 
pretensions of the ruling party, 
one of the aims of the sale of public 
assets will be to improve market 
discipline of the corporations, with- 
out permitting concentrated owner- 
ship. This will be sought by impos- 
ing ceilings on equity participation 
by both local investors and foreign- 
ers, including non-resident Pakis- 
tanis. The share-ownership ceilings 
will be introduced in early 1991 
ahead of the public offering of the 
first privatisation candidate (which 
has not yet been chosen). The others 
will be offered in stages up to June 
1994, 

The first offering will be in time to 
help the government meet budget- 
ary targets for the fiscal year ending 
in June 1991. The government is 
lesperately short of cash to fund the social 
programmes it had pledged in its election 
"ampaign last year. 

The companies to be privatised are Habib 
Jank, which in the year to June 1988 re- 
^orted a pre-tax profit of Rs 869 million 
US$41.4 million; Muslim Commercial 
3ank, which in the same period earned Rs 
?27 million; Pakistan International Airlines 
PIA, Rs 934 million); Pakistan National Ship- 
ving (Rs 565 million); Pakistan Standard Oil 
Rs 359 million); aad gas transmission and 
listribution utilities Sui Northern Gas 
"ipelines (Rs 2.55 billion) and Sui Southern 
Rs 2.55 billion). 
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People’s capitalism 


From an investor's point of view, the two 
banks, which have fairly good image both 
at home and abroad, are low-risk invest- 
ments, which the Rothschild report 
suggests have good potential to attract over- 
seas involvement. In the case of PIA, the 
merchant bank sees good growth potential, 
with the airline’s “spectacular risk” counter- 
balanced by potential gains from restructur- 
ing domestic routes and improving overseas 
operations. The shipping corporation is con- 
sidered to be technically bankrupt, with a 
high-risk rating and poor growth potential. 
On the other hand, Pakistan Standard Oil 
is a low-risk investment with a decent 
growth potential, and so are the two gas 
companies. 

Careful choice of the first company to 
come to the market is considered vital to the 
success of the whole privatisation program- 
me. Because of the local stockmarket's his- 
rically erratic behaviour, small investors 


r 





Muslim Commercial Bank: privatised. 


have shied away from equities. Stocks on 
the local exchange move in no dear relation- 
ship to cash flows, dividends, or asset 
values. Undersubscription of the first offer- 
ing would severely embarrass the govern- 
ment, so choice of the first candidate for flo- 
tation is seen as crucial. 

One of the gas companies is tipped as a 
good prospect to be the first offering because 
both have well-sustained cash flows relative 
to their earnings and generate enough 
surplus to cover payments of reasonable di- 
vidends. Besides, the sale of just under 50% 
of the equity in these companies is expect- 
ed to yield Rs 1- 1.5 billion each. Because of 
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the time required to restructure Sui North- 
ern before its flotation, the first offering is 
likely to be Sui Southern. 

The privatisation plan is to be spread 
over four years to avoid flooding a market 
whose capacity is uncertain. It is argued that 
despite the current Rs 20 million average 
issue size, an offering of Rs 1-1.5 billion is 
not unrealistic. Proponents of a big initial of- 
fering also believe the phased divestment of 
the seven major companies would not affect 
contemplated flotations of relatively minor 
public-sector companies like Pakistan Na- 
tional Refinery, Pak-Suzuki Motor Plan, 
Pak-Saudi Fertilisers and some 14 other 
companies engaged in manufacturing light 
engineering goods, drugs and medicines, 
cotton and woollen textiles and ceramics. 

These 14 companies, with gross assets 
totalling Rs 1.46 billion and pre-tax profit of 
Rs 232 million in fiscal 1987-88, have long 
been on the list of the government's divesti- 
ture agency, which has been contemplating 
its navel for several years. This authority 
was supposed also to sell off two tractor and 
two cement plants. It is considered unlikely 
that it will be entrusted with the flotations of 
the seven major corporations identified by 
Rothschild. 

It is seen as essential to the privatisation 
of the seven major companies that employ- 

ees participate in the equity issue 
È through some unidentified incen- 
e It is suggested that direct in- 
j volvement of managers and workers 
in the companies' profitability might 
i raise the abysmally low local 
productivity rate. 

It is believed that a lot of money 
now either hidden or flowing into 
wasteful consumption could be at- 
tracted into equities to broaden the 
domestic capital market base. Esti- 
mates are that each privatisation of- 
fering could bring in around 100,000 
small investors with an average sub- 
scription ef Rs 10-15,000. The govern- 
ment is supposed to Somehow 
guarantee shareholders not only 
steady profitability but also a retum 
protected against inflation and ex- 
change rate fluctuations. 

It is argued that the divestment 
would change the government's 
proprietory role to a regulatory one, though 
no more than a 49% stake in any of the 
seven companies will be offered for priva- 
tisation. This will leave management in 
the hands of the top-heavy bureaucracy 
of the public sector. Besides, the govern- 
ment is firm that there should be no dra- 
matjc staff reductions or any other un- 
popular changes, though it is also said 
that the companies must have boards and 
senior managers capable of inspiring invest- 
ors confidence. Hence, some suspect the 
whole operation is designed only to raise 
money for the funds-starved social pro- 
grammes. a 
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Place and time to borrow 


lion at 1988 prices, excluding 

capitalised interest — on a new 
airport, port and associated transport, the 
Hongkong Government now faces an al- 
most equally important question: how to 
manage and finance it. 

In deciding these issues, there needs to 
be one overriding criterion: in the general in- 
terest of Hongkong, capital inflow (and 
particularly risk capital inflow) must be 
maximised in the years immediately before 
and after 1997. 

This should be an end in itself, regardless 
of the efficiency benefits to be gained by 
maximising foreign and private financing. 
The project is so big it can force foreign, and 
especially Japanese, consortiums into a de- 
gree of commitment to Hongkong which is 
unique — no amount of one-off construc- 
tion contracts or speculative property invest- 
ments can substitute for the semi-official 
commitments which projects of this size de- 
mand. These commitments would stretch 
for 20 years from now or 12 years from 
drawdown for loan finance alone. 

Deciding now to maximise the privately 
financed component would ensure that for- 
eign commitments are made within the next 
two years, rather than in dribs and drabs as 
Hongkong moves into the nervous mid- 
1990s. Then, money may be a lot harder to 
find, and more conditional on perceptions 
of Chinese politics than on Hongkong's abil- 
ity to pay. Already rating agencies are begin- 
ning to talk of lowering debt ratings. 

As far as possible, airport financing 
should be separated from the govern- 
ment's capital budget, now running at 
HK$18 billion a year and forecast to reach 
HK$28 billion by 1997. Otherwise, if the 
economy and revenues fall on hard times 
there would be a very real danger of de- 
stabilising cuts in housing and social spend- 
ing. These cuts would be made because by 
then the government will be under im- 
mense political pressure not to spend any of 
its reserves before 1997. A repeat of the 
tax rises imposed during the 1983-84 cash 
crunch could be even more damaging for a 
nervous Hongkong. 

The government's own studies suggest 
that maximum hiving off of component pro- 
jects could keep the government's own di- 
rect spengling dofvn to 13% of its total capital 
spending in the six years 1992-97. The small- 
er the góvernment component, the earlier it 
will be spent — being mainly on preliminary 
and peripheral work. On the other hand, if 
only the port was hived off, the project 


aving finally taken its biggest ever 
H spending decision — HK$100 bil- 


would take 35% of government capital out- 
lays over that period. 

However, the benefits of hiving off as 
much as possible to the private sector will 
not go unchallenged. The first objection will 
be that Hongkong is a conservative place 
where public works are financed out of cur- 
rent not future revenues. This "principle" 
was breached with the highly successful 
Mass Transit Railway, which was financed 
almost entirely by debt. 

The second objection will be that by de- 
coupling the infrastructural spending from 
government revenues, spending on the air- 
port project and ordinary government capi- 
tal spending could combine to overheat the 
economy and crowd out manufacturing. In 
fact, at its peak it should account for no more 
than 9% of capital formation or 2% of GDP. 
Anyway, if overheating is a big problem in 
1996, everyone can stop worrying about that 
in 1997. 

Finally, there are Chinese concerns that 
foreign ownership and funding could con- 
stitute another British plot. There is not 
much can be done about such paranoia, other 
than to give the special administrative re- 
gion reserve fund, already worth more than 
HK$12 billion, maximum encouragement to 
participate through equity and loans. 

How should the project be structured? 
After an early decision on which peripherals 
the government will pay for, an indepen- 
dent corporation (like the Mass Transit Rail- 
way Corp.) should be set up, initially with 
government equity. This corporation would 
break the project into components: some to 
be privatised completely (as the ports are al- 
ready); some to be contractor-financed in re- 
turn for user fees (as with the Kumagai 
Gumi-financed Eastern Harbour Crossing); 
others to be owned by the corporation itself 
and financed by long-term debt. 


Hongkong's inflation rate is about to fall 
suddenly from the double-digit levels which 
have taken it to the top of the industrial 
economies' inflation league table. But the 
fall, which should bring inflation down to 4- 
5%, is not an unqualified blessing. The 
stockmarket may already have discounted it 
by taking a jaundiced view of asset-based 
share values. Tiananmen may be the more 
obvious cause of big discounts to net assets, 
but equally fundamental may be the waning 
of inflationary expectations and the era of 
negative interest rates. 

Inflation, as measured by the Hang Seng 
consumer price index, peaked at an annual 
level of around 11% in the second quarter of 
this year. For the year, as a whole it is 
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likely to be more than 8%. But influences al- 
ready in the system suggest that by the 
fourth quarter the annualised quarterly in- 
crease should be down to 7% and, barring a 
steep fall in the US dollar, to 5% in the first 
half of 1990. 

The main cause of inflation was adjust- 
ment to the hitherto artificially low value to 
which the Hongkong dollar was held by the 
US dollar peg 

The employment squeeze is beginning to 
relax. Although unemployment is at record 
low levels, this is due more to a lower partici- 
pation rate than higher demand. Hours 
worked are falling, and together with the 
general insecurity generated by 4 June, this 
has already reduced wage pressure. 

Import prices may now be almost flat. 
They rose only 4% in the first half and cur- 
rency gains and more stable commodity 
prices should bring them down further. 

Domestic demand is harder to predict, 
but in real terms is expected to fall to around 
45% from 7% as consumers in particular 


Hongkong inflation set to fall 


= 
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cautiously raise their savings rate in a ra- 
tional if silent response to the Tiananmen 
massacre. Money supply growth has come 
to a virtual standstill, reflecting cautious 
spending and a shift to US dollars. 

Lower tourism earnings and possible 
stagnation in manufactured exports should 
be largely offset by higher local savings and 
a drop in spending by Hongkong people in 
China. 


Lower inflation and a healthy trade ac 
count should mean lower interest rates. But 
just as the dollar peg puts a ceiling on rates 
in expansionary times — causing two years 
of negative real interest rates — so they may 
now go to the other extgeme. Local rates ir 
nominal terms may fall a little, but in rea 
terms they could regain their highest leve 
for several years. a Philip Bowring 
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A few of ou L home teams. 


You don’t have to be a major 


league business traveler to 
recognize the advantages of 
flying United to the U.S. 
United serves more U.S. 
cities than any other airline. 
More than 4,000 flights a day 
Bto cities from coast to coast. 
So whether you're on your 
"way to pitch for new business, 
r to catch the action of major 
b... baseball, United has the 
connections to get you to the 
cities where it's all happening. 
Along the way, we work to 
nake travel more rewarding. 
With United concierge 
ewervice, which brings a host of 









privileges to 
First Class travelers 
on our routes from Asia 
and the Pacific to the States. 
Upgrades to First Class on 
United flights in the U.S. for 
Business Class travelers’ And 
with a preferred hotel plan that 
promises sweet landings to 
both classes. 

The next time you travel to 
the U.S., go with the girline 
that's in a league by itself. 

Call your travel agent. Or call 
United. 


* First Class upgrades subject to seat availability 
Certain restrictions apply. Call United for details 


A l R L | n € E 


UNITED RESERVATIONS AND INFORMATION 

e TOKYO (03) 817-4411 @ OSAKA (06) 271-5951 e NAGOYA (052) 571-5488 

e SEOUL (02) 757-1691 e BEIJING (01) 5128888 è SHANGHAI (021) 553333 

e HONG KONG (05) 810-4888 è TAIPEI (02) 735-8868 € MANILA (02) 818-5421/25 
e SINGAPORE 220-0711 e BANGKOK (02) 253-0558 

e KUALA LUMPUR (03) 2611433 e JAKARTA (021) 361707 

€ AUCKLAND (09) 793-800 e SYDNEY (02) 233-1111 € MELBOURNE (03) 602-2544 


Routes and schedules are subject to change 


Put your hand over 


a flame amd Say: 


*I do not need BP 


fire safe insulation’ 


Anyone who has experienced a fire first hand 
will know this only too well. 

Flames can spread in seconds and the resulting 
smoke and fumes can prove even more deadly. 

That's why we have developed a phenolic foam 
insulation which is highly resistant to flame. What 
is more, it will only emit small amounts of smoke 
even when subjected to intense fire, giving you vital 
breathing space to make good your escape. 

And because nowhere is immune to fire, we've 
perfected systems which allow this foam to be used 
in all types of construction; from immense projects 
like theeChannel Tunnel to retirement homes. 

The horrors of fire hardly bear thinking about. 

Better, however, to consider them sooner rather 
than later. 


Helping to create a safer environment is one of 


the things BP is doing today for all our tomorrows. 


BP 





For all our tomorrows. 




















RESEARCH AND 


INNOVATION 


————— a lohan Pope RE E EE E ASA 


Babel in, babel out. 


ising wages have forced Taiwan to 
automate at a fever clip. Local 
industrialists are picking up im- 
ported equipment faster than 
they can acquire the knowhow to get the 
most use out of it. 

One major stumbling block has been 
"software" — the technical manuals that ex- 
plain the use of equipment. Bulky, detailed, 
foreign-language tomes can take months, 
even years, to translate, especially for a non- 
alphabetic language such as Chinese. 

This hurdle to automation, though, 
might yet be overcome with still more auto- 
mation. Machine translation is the new 
buzzword among Taiwan's hi-tech entre- 
preneurs. 

Off-the-shelf translation programmes are 
already available for anybody with 40 mega- 
bytes of hard disk memory on his computer, 
according to Phillip Diller, a computer buff 
who runs a Taipei translation service. But 
the output, he adds, is far slower and less 
reliable than a human ie s. 
A mainland Chinese pr me, — 
Transtar, has also failed to impress z 
Taiwanese customers who have seen 
it at overseas computer shows. 

Projects to develop more power- 
ful machine-translation systems are 
in the works at the government-back- 








lies on keyb 


to sell as a package, BTC is already offering a 
translation service. In the few months it has 
been running, the service has amassed an 
impressive client list: Hewlett Packard, Sun 
Microsystems, Unisys and others. 

Now that the core of the system is in 
place, Su says, the ArchTran team can con- 
centrate on building up the programme's 
general, technical and idiomatic lexicons. At 
the same time, BIC plans to give the compu- 
ter ears to accept voice input (currently it re- 
] d entry or optical scanning of 
text). Next will come a Japanese-to-Chinese 
version of ArchTran. 

None of this is blazing new trails, 
technologically. But it pragmatically com- 
bines state-of-the-art in a quintessentially 
Taiwanese way, borrowing technology and 
methods from Japan, the US and Europe. 

Currently, the most exciting work on 





machine translation is being done in Europe 


in preparation for post-1992 when a unified 
market comes into play. In order to handle 












Organisation in Hsinchu and the 
Taipei office of Wang Laboratories. . 
So far, Taiwan's leader in the field | 
has been Behavior Tech Computer 
Corp. (BTC), a major manufacturer of 
keyboards and bar-code products. 
The company's ArchTran transla- 
tion system can crunch technical | 
English into rather strained Chinese 
at the rate of 3-6,000 words an hour |. 
(depending upon its complexity). It | 
performs at least four times as fastas — 
human translation, BTC researchers 
say, even after the time it takes - 


human "post-editors" to vet and polish. the : 


computer's prose. 


Since 1985, BTC has logged 60 man-years | 


of research to develop ArchTran, says the 
company's founder and general manager 
Su K'o-kang. The project's full-time staff 
numbers 27 linguistics and computer 
specialists. Earmarking a little over 1% of its 
turnover for the translation system research, 
BTC has spent about NT$80 million (US$3.: 
million) on the project — a fraction of that 
spent by its Japanese competitors, Su says. 
He expects ArchTran to tuma. 
year. Although Su predicts it will be another 
five years before the software will be ready 
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‘No. This one translates for the other one.’ 


i pot 121 Tope sic of EC don dae 





The idea jn to render texts from the 
source language into a single, artificial 
"pivot" language, and then convert it into 


any of the possible target languages. Such 
systems are versatile and elegant, but glitch- 


prone. More reliable are the "transfer" sys- 
tems favoured by the Japanese, who already 


have a score of machine-translation pro- 
grammes on the market. 

These s¥stems are one-way streets that 
get you from one source language into a 
specified target language according to de- 
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BIC researchers admit, but considerably im- : 
dale with inter-lingual features borrowed Er 





A transfer system works like a cotton gin, - : 





combing: the source sentences with succes- q 


sively finer analytic tools until it has all the | 
elements tagged, lexically and syntactically.. |- 
First ArchTran scans the text, matching up. | 
3 hing it can with the 200,000 items in. i. 
its dictionaries. Next, it makes another pass | 





through to earmark non-lexical expressions | 


(like equations), “disambiguate” double | 
meanings and link up the scattered bits of |. 
split idioms. : 
Only then is it ready to parse the sen- | 
tence, assigning each word a syntactic fune © 
tion. This process is based on the probability |. 
of word association, in which the program- 


me gropes analytically along branched 





trees" of possible meanings until the words - 
are found to link up in a way that makes 
p sense. 
Here is where ArchTran's A! fea- 
tures come in. The programme 


— |. learns from its experience, keeping a 
p<. scorecard database of interpretations | 


|: that have proved fruitful in the past. 
These statistics feed back into the 
sing process, boosting the proba- 
ty assigned to previously success- 
ful interpretations of a given word in 
a given context, At the same time, a 
ing function” to allow it to 
cope with combinations it has not en- 
countered before. 
| . Besides boosting the accuracy of 
the translation, the scorecard also in- 
creases ArchTran's operating speed. 
Using the programme's “truncation” 
mechanism, it rejects unlikely trees of | 
meaning without parsing them all | 
the way through. he 
After parsing, ArchTran renders | 
the text into Chinese. Where par- |. 
ticular words or phrases elude | 
translation, the programme's b 
mechanism prints as much Chinese output | 
as it can, leaving the indigestible bits of Eng- | 





lish in place for the human editors to clean | 


up. d 
BTC's Su expects to increase ArchTran's E 
editing staff soon. They will have their work | 
cubout for them, judging from the sample | 
output. ArchTran handled stilted, jargon- | 
laden prose fine. Then my children typed in 3 
"Daddy is hairy, like a monkey.” After |. 
lengthy cogitation and a couple of false | 
starts, the computer finally came back with - : 
the Chinese rejoinder: "Our long-tressed |. 
sire is fond of an ape." a Lincoln Kaye 
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INDUSTRY 1 


Once a luxury, shrimp are now a low-cost commodity 


Cultured revolution 


ne unforeseen effect of the protracted 

illness and death of the late Japanese 

emperor Hirohito was the major 
shake-up it triggered in Asia’s budding 
intensive shrimp culture industry. Asian 
shrimp exporters say respect for the em- 
peror curbed Japanese appetites, resulting 
in fewer shrimps being eaten. Stocks in 
Japan mounted, and export prices plunged 
by 40-50%. 

It was a sudden shock to an industry 
whose annual production growth had aver- 
aged an estimated 28% during 1980-88, 
earning farmers up to 300% returns on their 
crops. 

Over the past three years, China, In- 
donesia, Thailand and the Philippines have 
all followed Taiwan in rapidly expanding 
production. The incentives are clear enough 
— impoverished farmers see shrimps as a 
good cash crop; impoverished governments 
see them as a weapon with which to combat 
trade deficits. China quintupled production 
from 1985-88; Thailand aims to grow 100,000 
tonnes this year, up from 19,000 tonnes 





three years ago. Other countries, Suc t as 


Vietnam and Bangladesh are sin 
ing production. 

Despite the price drop, the 
industry is not in crisis, though 
its recent vigorous growth may 
be nearing a peak, says Imre 
Csavas, an aquaculture official 
at the UN Food and Agriculture 
Organisation (FAO) in Bangkok. 
The industry is far from dedin- 
ing but the price fall “is a warn- 
ing sign,” he adds. “Profits are 
not 200-300% now, maybe only 
50%. But the business is good 
at 15-20% too.” 

What shrimp producers are 
seeing is the transformation of 
shrimp from a luxury food to 
a relatively low-cost, steadily 
supplied commodity. As a re- 
sult, they have to adjust to 
much lower margins and at the same time 
wean themselves from over-dependence on 
the all-important Japanese market. 

The recent growth was made possible by 
new production, technologies pioneered 
in Taiwam. There, intensive production 
methods for penaeus monodon, the black tiger 
shrimp, led to output rocketing from a few 
theusand tonnes a year in 1980 to 90,000 
tonnes in 1987. By 1985 Taiwanese pro- 
ducers had boosted yields to 7.7 tonnes 


per ha in each crop, against an all-Asia aver- 
age yield of 284 kg per ha, according to 
Csavas. 

This capability, based on refinements in 
production of post-larvae (the baby shrimps 
sold to farmers) and compound feeds, has 
since spread across Asia — swiftly being in- 
troduced into the already widespread tradi- 
tional ini din farms. The new easy 
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was accompanied by impressive develop- 
ments in shrimp feedmills, processing 
facilities, and post-larvae development 
farms. 

Equally important, however, has been 
the marketing work Taiwan did in Japan, 
where it promoted the black tiger shrimp, 
challenging the traditional dominance of 
white shrimps such as the common banana 


shrimp, penaeus merguiensis. 


Asian producers rely overwhelmingly on 
the Hoana market. China, which last year 


Asia’ S shrim, farmers 





sold half its crop to the US, is the least vul- 
nerable, but even so, some 40% of its crop 
went to Japan last year. The Japanese have 
been happy to pay US$15 a kg or more for a 
standard 26-30 count (26-30 shrimp in a kg) 
of black tiger shrimps — the U6 would pay 
less than half that. Price disparities are such 
that early this year Chinese white shrimp 
were wholesaling in Japan at twice the price 
the same product was fetching in the 
US. 
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Despite dire forecasts in 1984 that Japan 
ese consumption had peaked, it has con 
tinued to climb dramatically, helped by the 
soaring yen, according to a report by FAC 
consultant Yukata Hirasawa. In three year: 
per capita consumption of all penaeids rose 
from less than 2.5 kg a year to more thar 


3 kg. The increase was helped, say: 
Hirasawa, by the fact that shrimp made th« 
jump from being a restaurant food to an in 
gredient used in home cooking. 

Among producers, India, Thailand anc 
Indonesia suffered most in the downturr 
which began to affect the industry last year 
It came despite the tightening of supply 
caused by disease savaging Taiwan's crop 
Traders say the glut was the result of severa 
factors — not merely the fall in conspicuou: 
consumption which accompanied Hirohi 
to's protracted death. 

In many ways it was a classic downturr 
in the business cycle, but it was worsened by 
one-off factors. First, Japanese trading com: 
panies stepped up their buying from mid: 
1988 as the price began to fall. Their stock: 
grew but when prices continued to slide 
they held on to stocks rather than selling 
them at lower margins. So retail prices dic 
not fall to reflect producers’ lower income 
Stocks rose to some 120,000 tonnes in April 
as much as six months’ worth, and far above 
the normally held 80,000 tonnes. 

China, meanwhile, had produced s 
much that it started dumping shrimy 
into Japan. Within Japan, however, i 
new business tax was slowing things down 
and the weakening of the yen early thi 
year also hit traders. 

a While stocks mounted 
$ farmers were hit not only by 
g falling prices, but also by the 
$ rising cost of shrimp feed arx 
greater local competition. The 
result was a rush to harves 
early. But since neither Thai 
land nor Indonesia hai 
adequate cold storage facilities 
all the early harvesting wen 
straight to market, further in 


tensifying the glut. 


t was a severe hiccup. “The 
Japanese market shouk 
pick up in six months, 
predicts Chingchai Lohawa 
tanakul, the head of aquacul 
ture operations of Thailand ag 
ribusiness giant Charoen Pok 
phand (CP). Japanese buyers came back int 
the market when the price bottomed a 
US$8 a kg, down from US$15. But afte: 
pushing the price up to about US$9 at mid 
year, it has sagged again. As of September 
stocks will still be above 90,000 tonnes anc 
traders are expecting more downward pres 
sure from a new Chintse crop priced a 
dumping levels. 

The lesson of the hiccup is that lowe 
prices are here to stay, and farmers, trader 
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; ai processors. ee to be anwa with | 


lower margins. The business has shifted to 
| being market driven, rather than production 
driven, according to Mark Reid, marketing 
. official of Aquastar, an integrated producer- 
processor based in southern Thailand. 
Shrimp have already » become en- 
sconced in Japanese markets as a consumer 
item: Japanese school-lunch programmes 
began to include shrimps for the first time 
last year; and supermarkets have started 
stocking more shrimp because they are now 
readily and cheaply available all year round. 

.. The rapid expansion of shrimp output 
will also erode the dominant market posi- 
tion of major global trading companies. Ac- 
cording to Jetro, the number of companies 
importing shrimps has risen sharply (more 
than doubling in 1987), with supermarkets 
and cooperatives bypassing conventional 
middleman chains to buy directly from ex- 
porters. Reid sees this as the beginning of 
equalisation of prices between expensive 
Japan and the cheap US and European mar- 
kets. 





"Shrimp from now on will never be a lux- 
ury food," says Chingchai. The trend, he 
predicts, is towards putting shrimp on the 
menus of fast-food operations. This is the 
basis for CP's massive leap into the business, 
from feed and baby shrimp production to 
value-added processing. 

For the moment, however, production 
costs make that impossible. For very inten- 
sive production — the 6-10 tonnes per ha 
that the most advanced producers in Thai- 
land can achieve — costs are at about 
US$3.60-4 a kg. For the less intensive pro- 
ducers this rises in Thailand to US$4.80 a kg. 
Added to this are processing and transport 
costs of as much as US$3 a kg. Indonesian 
prices are similar, much cheaper ex-farm but 
much higher in transport and processing. 

Thus margins are reasonable at current 
Japanese prices and are quite healthy if they 


wise back to US$9 a kg. But at existing costs 


there is not a lot of room to move towards 
supplying McDonalds with “McShrimp. 
With cheaper, closer supplies in Ecuador 
and Mexico, the US will not pay the prices 
the Japanese do. China can compete in the 
IUS because its production is nearly all semi- 
intensive — yields of some 700-1,500 kg per 
ha — with lower overheads. This has been 
amportant as feed costs have risen. 

For intensive producers, then, the next 
step is reducing input costs. For Thailand, 
with global grain prices high and high- 
»rotein fishmeal, the major ingredie 
thrimp. feeds, in short supply, feed costs 
currently make up about half of the produc- 
lion costs. Aquastar managing director Karl 
Kunz points out that scientific shrimp-feed 
development — for instance, finding alter- 
aatives to fishmeal — has hardly begun. The 
ame goes for brdeding. Kunz says that 
srawn-breeding stock is mostly at the stage 
thicken rearing was at in 1900 — caught in 
he wild. 
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Intensive and secretive research is being 
conducted into both these areas in Taiwan, 
indonesia and Thailand. Conceivably, if 
scientific research can do for shrimp what it 
has done for other livestock industries, 
input costs could fall significantly over the 
next decade. 

Developing new markets will also be 
most important. While Japanese per capita 
consumption has been pushed up to 3 kg a 
year, Taiwanese eat only 2 kg, Americans 
1 kg, and Europeans a paltry 300 g. Ching- 
chai and Reid both say the Japanese will 
eat more if the low prices are passed on to 
them. 

But more importantly, Americans and 


Europeans must, like the Japanese, b 
taught to love the black tiger shrimps which 
constitute over 50% of Asian cultured . 
prawns, This relates in part to the third im-— — 
portant challenge which is to develop more ss 
value-added products. A 

Over the next five years, competition be- as 





tween Asian producers will narrow downto | 


Thailand and Indonesia, Chingchai says, = 
with India the third. China's production hit — 
200,000 tonnes last year, but its growth pœ- ` 


tential is limited. The Philippines capacity is - | 


at the mercy of regular typhoons, as is Viet- 
nam's. Chingchai predicts that Thailand, 
with its better infrastructure, will stay ahead 
of Indonesia, for maybe five years. But by 
the end of the century Indonesia, with its 
nearly unlimited coastline free from typ- 
hoons, will rule the industry. 

In the end, all Asian producers face the 
same problem. Untrammeled development 
of littoral zones into prawn farms could be 
ecologically and industrially disastrous. The 
ecological implications are already evident 
— in many areas important mangrove 
swamps have been destroyed to build 
shrimp facilities. 

More dangerous industrially are the risks ` 
involved in crowding. For example, on the 
Thai coast near Bangkok many ponds share 
the same water systems, with inflowing sea- 
water often mixed with dirty outflow from 
the ponds. Dirty water entering the ponds 
not only decreases productivity but also in- 
creases the risk of disease spreading rapidly 
to other ponds. This was a major factor be- 
hind the disease that destroyed the Taiwan 
crop last year. . 
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fter a boom decade in which Taiwan 

, became the world's largest producer 

of cultured shrimp, with record har- 

vests in 1987, disease severely damaged 

Taiwan farmers’ 1988 and 1989 shrimp 
crops. 

In a boom and bust pattern that has be- 

come familiar in Taiwan, unbridled growth 


of the shrimp-farming industry brought 


problems. Novice farmers rushed into the 
industry, and poor cultivation practices and 
over-stocking of ponds spread disease. 
Environmental degradation in Taiwan 
also contributed to shrimp disease as many 


farmers have had to fill ponds with sea and 


ground water that has been polluted by in- 
dustrial waste. In many shrimp farming 
areas, water tables have been lowered 
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dramatically from the overuse of fresh 
ground water. 

The production of black tiger shrimps, 
Taiwan's most widely cultivated species, 
rose from 1,100 tonnes in 1977 to 90,000 ton- 
nes in 1987. In 1987, Taiwan exported 42,600 
tonnes of black tiger shrimps, mainly to 
Japan. 

An important factor behind the rapid 
growth has been superior aquaculture 
technology developed and supported by re- 


search institutions such as the government- 


funded Taiwan Fisheries Research Institute 
(TFRI)) and its subsidiary, the Tungkang 
Marine Laboratory. Intensive farming tech- 
niques developed by TFRI in the past two 
decades have pushed yields to 8.4-11.2 ton- 
nes per ha. Thai and Indonesian farms pẹ- 
duce yields of less than half that. 
Taiwan has a network of about 2,000 
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commercial hatcheries, up from 150 some 12 
years ago. While the middlemen that distri- 
bute the larvae and young shrimp between 
hatcheries and farmers raise the cost of the 
final product, hatcheries produce higher 
quality shrimps. These hatcheries supply 
about 14,000 shrimp farms, most of which 
are small, family-run ventures of an average 
size of 1 ha. 

Good transport also enables quick pro- 
cessing and freezing of raw shrimp, and 
supporting industries such as feed and pro- 
cessing are closely integrated with the farm- 
ing industry. Some 40 companies in Taiwan 
produce artificial feeds for the various stages 
of the shrimp-growing process. 

A. modern and efficient processing in- 
dustry enables exporters to sell a variety of 
frozen shrimp products. This enables pro- 
ducers to offset the high production costs 
stemming from rising land values by pro- 
ducing higher value-added shrimp pro- 
ducts. Market prices are US$3-4 a kg higher 
than Southeast Asian shrimp. 

Other factors contributing to the growth 
of Taiwan’s shrimp industry are an en- 
thusiastic farming population and the choice 
of the black tiger shrimp, a species that is 
well-suited for Taiwan's climate. 

Following early technical advances by re- 
searchers, the shrimp industry boomed in 
the early 1980s when Taiwan exporters 
made significant inroads to the Japan 
shrimp market. In 1987, Taiwan's exports to 
the Japan market accounted for 81% of its 
total shrimp exports, and made up 5176 of all 
of Japan's back tiger shrimp imports. 
Taiwan had the largest share of the Japan 
shrimp market in 1987 with 2076. 


Prawn processing in Thailand: 


It was Taiwan's technical edge over 
Southeast Asian competitors which, para- 
doxically, indirectly led to the disease crisis. 
High profits lured other farmers to convert 
rice fields to shrimp ponds with little regard 
for the suitability of the area, and often with- 
out learning the basics of the complicated 
cultivation process. 

As land and labour costs rose in recent 
years, cultivators pushed stocking levels 
even higher. Along with the overuse of anti- 
biotics and poor choice of feeds, shrimps be- 
came less resistant to disease. 

Mortality rates of 40-7076 cut production 
to 30,000 tonnes in 1988, nearly 70% down 
from a year earlier. The price of Taiwan 
shrimp in Japan rose slightly because of the 
shortage, to US$16.50 a kg. Nevertheless, 
exports collapsed to just 8,500 tonnes as pro- 
ducers found it more cost effective to sell to 
the domestic market. | 
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headiong rush into the business. 


Competitors are taking up the slack 
left by Taiwan. Exports from China, 
Ecuador, Indonesia, Thailand and the 
Philippines have all surpassed those from 
Taiwan. Taiwan industry sources are pes- 
simistic about regaining their share of the 
Japan market, which is now about 8%. Feed 
and processing companies are looking for 
investment opportunities overseas in expec- 
tation that the Taiwan market will grow 
slower. . 

Agricultural authorities and TFRI scien- 
tists are trying to improve disease preven- 
tion and find vaccines. They are also en- 
couraging better growing practices. But 
while the chronic disease problem will likely 
be stemmed eventually, a more serious, 
longer-term problem threatening the indus- 
try is Taiwan's short supply of clean water 
which is used to dilute sea water to produce 
brackish water for shrimp ponds. " 
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Philippine smallholders prefer shrimp to sugar 


A farewell to farms 


ealthy landlords on Negros island 
south of Manila thought they had 
found a way out of the disastrous 
slump in sugar prices that hit the Philippines 
in the early 1980s. Mainly because of soaring 
Japanese demand, shrimp farming was 
found to yield net profits of at least P20,000 
(US$896) per ha, nearly four times the 
P5,000 per ha profit from sugar production. 

Around the same time, smallholders in 
Indonesia and Thailand and rural coopera- 
tives in China were also becoming aware of 
the rich pickings to be made by converting 
low-lying coastal and riverfront land to high- 
yielding shrimp aquaculture. Together, they 
have carved out a significant slice of a Japan- 
ese market that was once dominated by 
India and Taiwan. 





In the Philippines, most of the prominent. 


Negros sugar landlords banded together to 
form multimillion-peso firms to produce 


and export black tiger shrimp. Even some of 
Manila's top corporations — food and beer 
conglomerate San Miguel Corp., Manila - 


Electric Corp., Ayala Corp., and AA Export 
and Import Corp. — set up agribusiness 
subsidiaries in Negros. (There has been little 
foreign investment because of a constitu- 





average 1,8:1, against gene ral 
~ group raising prawn larvae to s 
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tional restriction on foreign interests owning 
more than 40% of a company in a resource- 
based industry.) 

Starting in 1984, thousands of hectares, 
estimated at 40% of the former sugar lands, 
were converted into shrimp-aquaculture 
ponds. The country’s total production of 
shrimp jumped from 11,000 tonnes to 36,000 
tonnes by 1988. 

From exports receipts of US$35 million in 
1984, foreign earnings from shrimp and 
prawns rose to US$250 million by 1988, be- 
coming the country’s fifth-largest export in- 
dustry. For the first four months of this year, 
exports totalled US$85.3 million, a 14% in- 
crease Over earnings in the same period of 
1988. Accounting for only 3.3% of the Japan- 
ese market in 1985, Philippine shrimp ex- 
ports had captured 7.3% of the market by 
1988, with about 80% of Philippine produc- 


tion shipped to Japan. 


Ironically, Negros landlords are now 
faced with a problem similar to the one they 


faced in the early 1980s: the risks of relying _ 
ona single market. | 2 


Indonesia, China, India, Thailand and 
Taiwan are all competing for the Japanese 
market. Freight costs to the US and Europe 
make Asian shrimp largely uncompetitive in 


000 ha 
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these markets. Thailand and China espe- 








cially have made a big push in Japan and f ; 
captured the export losses suffered by | 
Taiwan due toan outbreak of diseaseintheir . 


As a result, a glut has been building up - 
in the Japanese market for the past four _ 
years. In Manila, from a farmgate price of 
about P200 a kg two years ago, prices have 


slumped to P85 a kg, below estimated pro- 


duction costs of P90-100 a kg. Most industry : 
analysts in the Philippines believe the de- — 


cline in prices will continue for the next three — 
years. However, the country’s big shrimp = 


producers still claim that after a shakeout, 
the industry here will continue to prosper. 
This is partly based on the belief that 
many of the country’s small and medium- 
sized shrimp farms had actually been ineffi- 


cient and were able to generate profits even _ 
with only a 20% survival rate of their fry. An 


Agriculture Department official claimed that — 
this was the reason why Thai and Indone- __ 
sian exporters could underprice Philippine 


exports by 80-90 US cents a kg. 
The impact of this has been showing up 
in regional investment figures. 


Over the past five years, one out of every 
10 investment licences given out by In- 
donesia’s Investment Coordinating Board 


(BKPM) has been for the harvesting of  - 


shrimps in man-made ponds, or tambaks as 
they are called in Indonesia. After bringing 





arnings, shrimp farming is already one of 
Indonesia's top non-oil export earners. BKPM 
planners expect the tambak operations com- 
mittee in 1988 to earn more than US$1 billion 
a year, 

Unfortunately, this target appears to be 











well out of reach. BKPM chairman Sanyoto 
Sastrowardoyo admitted in August that 
less than 10% of the shrimp pond projects 
approved last year had passed the planning 
stage. According to BKPM officials, the major 
obstacles include poor infrastructure in tam- 
bak axeas, a maze of bureaucracy difficulties 
in securing financing and an unpopular rule 
which requires tambak investors to include 
local shrimp farmers in large-scale opera- 
tions. In Java, for example, an investor with 
more than 30 ha of shrimp ponds must also 
provide tambaks for local farmers. 

Another hurdle is marketing. Govern- 
ment officials and industry sources say In- 
donesia needs to develop new markets and 
improve the quality of its product. The 
shrimp industry has grown on the back of 
seemingly unlimited demand from Japan. 
Indonesia, Japan's top supplier of shrimp, 
sent 71% of its catch by volume (78% by 
value) to the Japanese market in 1988. 

^We are trying to eliminate our over-de- 
pendence on the Japanese market," said 
Untung Wahyono, director of fisheries pro- 
duction at the Ministry of Agricul- 
ture. Hampering this effort, he ac- 
knowledges, is Indonesia's reputa- 
tion for poor quality and contami- 
nated shrimp in the US and several 
European countries. In the US, In- 
donesian shrimp have been on an 
automatic detention list of the Food 
‘and Drug Administration (FDA) since 
1987. This means each shipment 
must be inspected and certified by 
a private laboratory before being 
released to the market, a costly pro- 
cess. 


ew countries can match In- 
F donesia's natural advantages 

as a shrimp producer. With 
more than 13,000 islands and 4.3 mil- 
lion ha of mangrove forest, there is 
no shortage of shrimp spawning and hatch- 
ing grounds. | . 

The gevernment estimates that 840,000 
ha of mangrove forest, two-thirds of it in the 
eastern provinces of Irian Jaya and the 
Moluccas, can be converted into tambaks. 
Only 50,000 ha has been put into use. Ac- 
cording to Indonesia's current five-year eco- 
nomic plan, another 50,000 ha are expected 
to be under cultivation by 1994. 

Total Indonesian shrimp production in 
1987, the latest year for which statistics are 
available, was 172,000 tonnes, with two- 
thirds coming from sea catches and the re- 
mainder from tambaks. Open sea shrimp 
harvesting is not expected to grow over the 
next five vears, says Wahyono. "We prefer 
to expand tambak cultivation so we can have 
better control over the size and species of the 
shrimp as well as over quality of the export 
product,’ he said. 

One area where Indonesian shrimp 
fafmers are at a disadvantage to foreign 
competitors is in shrimp feed. Most of the 
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Prawn farm in sugariand. 


good shrimp feed, say industry sources, is 
currently imported from Taiwan. 

But quality, not cost, is the major hurdle 
facing Indonesian shrimp growers looking 
to tap markets in the US and Europe. In 1988, 
only 3% of Indonesian shrimp went to the 
US and about 10%-to Europe. = — 

More than half the area under cultivation 
for shrimp in Indonesia is on low producti- 
vity, smallholder plots producing less than 
500 kg per ha of shrimp a year. These farm- 
ers mostly lack the sophistication and equip- 
ment to produce shrimp which passes the 
stringent health standards set by the FDA. 

About 2096 of the tambaks are classified as 
“intensively cultivated" and on average they 
each produce more than 3 tonnes per ha of 
shrimp a year. These the government 
would like to see diversifying into new mar- 


kets. But even among the larger operations, 


only a handful now meet the quality require- 
ments of US. and European buyers. — 
China, the world's top producer of fresh 
and frozen shrimp, last year doubled its 
export volume to 72,831 tonnes, earning 





US$451.2 million, compared with exports of 
37,448 tonnes worth US$267.6 million in 
1987. : | 
The boom, however, is expected to slow. 
Like other industries, Chinese shrimp farm- 
ing is suffering from a shortage of funds, as 
well as facing high taxes. State supplies of 
subsidised diesel oil, steel, timber, cement, 
feedstock and other items needed for 
shrimp breeding have been irregular and in- 
sufficient, forcing farmers to buy more ex- 
pensive supplies from the open market, 
which has raised their production costs from 


 Rmb 12 (US$3.22) last year to 15 for each kg. 


Up to a third of the shrimp farms reportedly 
are losing money. | 

Another factor in the anticipated down- 
turn in output this year is the spread of 
diseases through the country's breeding 
ponds, which are concentrated in Hebei and 
Guangdong. 

Thanks to preferential treatment and 
price liberalisation introduced since 1985, 
China's output of salt-water shrimp rose 
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from 16,500 tonnes in 1982 to a record of 
73,000 tonnes in 1985 and then stabilised at 
34,000 tonnes in 1987. Output of fresh-water 
shrimp and crabs (there are no separate fig- 
ures for fresh-water shrimp) rose from 
51,000 tonnes a year in 1980 to 81,000 tonnes 
in 1987. 

India has lost its former position as the 
top shrimp producer and exporter because it 
has failed to keep pace with the innovations 
in intensive breeding made by the industry 
in East and Southeast Asia. 


section of the Ganga delta skirting the 

Bay of Bengal, known as the Sunder- 

bans, has been regarded as the 
world's finest natural habitat for black tiger 
shrimp, which make up 70% of India's 
catch. But over-fishing, pollution and de- 
struction of mangrove plantations have 
steadily depleted the region's shrimp re- 
sources. 

The decline in open sea catch has not 
been made up by increased production from 
breeding ponds, though production of cul- 
tured prawn last year was up sharply 
lh 3 at 30,000 tonnes. 

- Exports have not done well 

either. Frozen prawn exports totalled 
56,835 tonnes in the year to March 
1989, up by only 1.9% on the pre- 
vious year and by just 12.8% in four 
years. In the Japanese and US mar- 
kets combined, India has slipped 
from first to the fourth place among 
exporters. 

India has an estimated 1.53 mil- 
lion ha of brackish water suitable 
for shrimp cultivation — twice the 
area of Indonesia. But only about 
45,000 ha of it is being exploited. 
The traditional farms cling to age- 
old methods which yield less than 
500 kg per ha, against up to 20 tonnes 
achieved in Southeast Asia. There 
is also around 3.2 million ha of sweet water 
area suitable for rearing fresh-water prawns 
or scampi. But production has remainec 
negligible at around 500 tonnes a year. 

The basic problem, to quote a fisherie: 
expert, lies with “seed and feed.” The fev 
hatcheries that have been set up are insuffi 
cient to meet the potential seed demand 
Several new hatcheries have recently beer 
established by the federal government i1 
collaboration with foreign partners. Bu 
many more are needed. 

Feed supply presents an even worse situ 
ation. There is hardly any indigenous fee 
production. Some private-sector firms hav 
started, or are planning to start productio 
with foreign partners, but for the time bein 
imports remain the mainstay. The goverr 
ment has granted substantial duty relief o: 
such imports. But as a private shrimp farr 
owner observed: “A Breakthrough coul 
come only when local technology an 
local production facilities have bee 
developed.” 
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POLICIES 


Japan ponders new way to cut trade surplus 


Bonus to buy 


he Ministry of International Trade 

and Industry (Miti) is trying to come 

up with a new strategy for boosting 
Japan’s imports of manufactured goods be- 
fore next spring when the US Trade Repre- 
sentative's (USTR) Office will have to decide 
(for the second time) whether Japan should 
be singled out as an unfair trader under the 
so-called "Super 301" process. 

The ministry's best idea so far is to intro- 
duce a tax-incentive scheme for importers 
similar to the export-incentive scheme Japan 
operated until the mid-1960s. However, 
there are doubts whether the Ministry of Fi- 
nance (MoF) will agree to forgo the tax rev- 
enue which would be involved. 

If the scheme is implemented, all Japan- 
ese companies will be allowed to deduct 
from their incomes a fixed (but not yet de- 
cided) percentage of any increase in their im- 
ports of manufactured goods when declar- 
ing their incomes for corporate taxation. 

The 1960s export-incentive scheme al- 
lowed trading companies to deduct 1% of 
their entire export earnings for tax pur 
and manufacturers to deduct 3%. The 
scheme was scrapped in 1964 shortly before 
Japan moved into chronic surplus on its ex- 
ternal-trade account. 

By airing its ideas on tax incentives at a 
meeting with foreign journalists well in ad- 
vance of the start of formal negotiations with 
the MoF, Miti officials may have been hoping 
to manoeuvre the tight-fisted finance minis- 





try into a position where rejection could 


incur the wrath of the US. Politics aside, Miti 
is clearly worried about the way the import 
boom has run out of steam recently. 

Year-on-year increases in manufactured 
goods imports have slipped in every quarter 
since January-March 1988 when a 61.2% rate 
of growth was recorded. Manufactured im- 
ports, however, are still growing slightly 
faster than imports as a whole — by 10% in 
the second quarter of 1989 against overall 
import growth of 5.2%. 

The relatively fast growth in the volume 
X manufactured imports shows up in an 
mpressive rise in the share of manufactured 
zoods in total US dollar-denominated im- 
Orts, from a mere 22% in 1980 to 49% in 
988. But foreign diplomats are quick to 
oint out that manufactured goods would 
lave risen as a proportion of total imports in 
ralue terms even,if volume had not in- 
reased much. 

In 1980, when oil prices were at a peak, 
il and coal made up a massive 49.8% of 
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_ the past two years but the com 





total Japanese imports in US dollar terms. 
The collapse of oil prices since then has 
caused energy imports to shrink to only 
20.5% of total imports, allowing manufac- 
tured goods to take up the slack. 

In order to get manufactured imports 
moving again at the pace of 1987 or 1988, 
Miti officials would like to see a shift in the 
dollar-yen exchange rate from its recent level 


of about US$1:¥145 to a rate of Y 1200r less. 


The dollar-yen rate is particularly rele- 
vant given that some 80% of import contracts 
are still settled in US dollars rather than yen. 

But exchange rate shifts are far from 
being the only reason why import growth 
has slowed in the past six to nine months. 
Another problem seems to be that the top 18 
sogo shoshas or general trading companies, 
which handle an estimated 70% of Japan's 
total imports (but a smaller share of manu- 
factured imports) have simply run out of 
ideas for boosting growth after introducing 
an impressive array of measures in the mid- 
1980s. | 

An executive of one of the top five shoshas 
told the REVIEW that his company had 
been spending about X800 millon a year 
for the past three years on a variety of in- 
ternal import-incentive schemes for its 
business departments, including low-in- 
terest loans, direct subsidies for the deve- 
lopment of new import products and sub- 
sidised foreign exchange. 

The executive said the scheme had 
helped to boost imports substantially over 

y was 
now at a loss to come up wi further 
ideas for direct incentives — other than a 
"President's Prize" for departments that 
score especially well as importers. The 
chances of meoin an unofficial Miti 
target of increasing imports by 30% in 
1989 were almost m ke sud. j 


| Running out of steam 


FAR EASTERN ECONOMIC REVIEW 








Big trading companies have another 
reason for feeling that Miti may be in too 
much of hurry to get results from its import- 
promotion campaign. This is that the real 
solution to the problem lies in overseas in- 
vestment. 

An executive at Marubeni told the 
REVIEW that the "real problem" was manu- 
facturing capacity in the US (and tosomeex- 
tent in Europe) rather than Japan's ability to 
import. E 
In order to tackle this, Marubeni has 


adopted along term sttey of fostering US 
export capacity by investing in joint ven- 


tures with US manufacturers that are specifi- 
cally aimed at overseas markets. A feature of 
such deals is that the Japanese partner ac- 
cepts a contractual obligation to sell 5096 of 
the joint venture's output in markets other 
than the US — though not necessarily to 
Japan. MEE, 
Big trading companies are reticent on the — 
question of whether Miti has issued "gui- 
dance" to step up imports of manufactured - 
goods from the US in preference to other 
parts of the world. But trade officials repre- 
senting countries and regions other than the 
US are worried that there may be an element 
of bias in the ministry's policy. 

A top Miti official said recently that 
manufactured goods imports from the US 
had "finally" started growing faster than im- 
ports from Europe (the respective rates 
of increase were 19.9% and 13% over year- 
ago levels in the first eight months of 
1989). 

What Miti officials do not stress is that 
there have been some dramatic jumps re- 
cently in imports of "sensitive" US products. 
Imports of forest products (an item singled 
out by the USTR for discussion under the 
Super 301 procedure) grew by 25% in the 
first six months of 1989 compared with 10%. 
in 1988. ki 


. Mitis taxincentive scheme may have - 


SNDH2 QONIS 


only a marginal effect on the import per- 
formance of big trading companies given the 
efforts such companies afe already making 
to boost imports. But it could prove very in- - 
teresting to small and medium importers, 
especially those which focus mainly on 
manufactured goods rather than on a mix of 
manufactured goods and raw materials. 

The financial hardships of importing 
manufactured goods include, for small com- 
panies, the problem of having to wait up to 
six months for payment from the Japanese 
end-user after goods have been delivered 
and payment has been made to the foreign 
supplier. 

This is one reason why small Japanese 
trading companies prefer exporting to im- 
porting and why margins on imported pro- 
ducts may range up to 30% compared with 
2-3% for exports. Import margins may not 
come down when Miti introduces.its tax in- 
centives, but more small trading companies 
may be inclined at least to try their luck with 
imports. B 
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BANKING 


. Japanese bank exposure to junk bonds causes concern 
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p Yhe shakeout in the US junk-bond 
D T market is causing Japanese financial 
i institutions to take a closer look at 
> their exposure to highly leveraged corporate 
<- restructurings. The financial garbage is be- 
ginning to give off a nasty smell. There has 
been a sharp increase in the amount of high- 
yield, unsecured bonds in default this year 
and the premium of US blue-chip junk- 
bond yields over equivalent-maturity Trea- 
sury bonds has widened in the past 12 
months to 600 basis points from 350. 

These figures signal a drop in confidence 
in the market for loans to heavily indebted 
US companies as well as for junk bonds. The 
rewards just do not seem to match the risks 
any more. It is inevitable that the odour of 
rotten securities will waft into Japan's back- 
yard. Its banks, insurers and leasing com- 
panies have been particularly aggressive in 
penetrating the US market for corporate fi- 
nance. Now some of the bills for that lend- 
ing and investing binge are falling due. 

Official Japanese figures are not available 
on the amount of loans to, and investments 
in, US leveraged buyouts (LBOs), but the Fi- 
nance Ministry is sufficiently concerned to 
admit that it is trying to assess the exposure 
of banks and others to badly indebted firms 
in the US. Private estimates are almost as 
hard to come by, but analysts suggest that 

,secured, senior debt for such corporate re- 


Company results 


Garb age collection 


structurings currently totals up to US$25 bil- 
lion for the 13 Japanese city banks and three 


long-term credit banks. This compares with - 


US$31 billion in loans to developing coun- 
tries as of end-March 1989. - 

On top of this senior debt, there will be a 
sizeable amount of bridging loans made to 


tide companies over before a takeover bid 


is completed; direct equity stakes in LBO 
funds; and holdings of junk bonds. Japan- 
ese institutions are said to have purchased 
15-20% of selected junk-bond issues. The 
total outstanding was bes billion at the 
end of August. . 

The exposure of individual large banks is 
not known. Mitsubishi Bank, the fourth 
biggest, disclosed that loans made in US 
deals involving highly leveraged companies 
(defined as having debts of at least 75% of 
total. assets) totalled 230 billion (US$1.57 
billion) as of March 1989, 0.5% of the group’s 
total assets of ¥47 trillion. This informa- 
tion was contained in filings to the US 
Securities B pine i Commission in Sep- 
tember... 

Mitsubishi’ $ exposure is is probably about 
average for the top five, though Sumitomo 
Bank and a couple of the long-term credit 
banks are thought to have been somewhat 
more aggressive. Sumitomo, for example, 





was mentioned in reports as a lender to- 


Campeau Corp., the US store group that 
nearly collapsed under its debts a few weeks 
ago. Newspapers say that Japanese institu- 






tions T a VH holding i in. ide] jun 
bonds of Integrated Resources, which 
currently restructuring. Daiwa Bank an 
Mitsui Bank were notably absent from tt 
US$25 billion buyout of RJR Nabisco i 
August. 

This picture, however, reveals nothing: 
what has happened to the smaller bank 
leasing firms and the insurance companie 
not to mention subsidiaries of the city bank 
themselves, as they try to hide any emba 
rassments from the prying eyes of officia 
dom. A lot of non-bank financial firir 
would have entered the field late and ca 
therefore be expected to have bought higt 
yield securities at the top of the marke 
Many, too, would have picked up loar 
syndicated to them by the bigger bank 
Even credit cooperatives are said to ha 
dabbled in the US junk-bond market, er 
ticed by double-digit coupons. 

Analysts say some of these late-comei 
are likely to be scared off further part 
cipation. The bigger banks will try t 
be more discriminating in future. Bi 
"they don't have the ability to pick an 
choose," says Paul Heaton of brokers W. 
Carr, "they don't know the market we 
enough." 

Considered in isolation, the exposure ( 
Japanese banks to LBOs is not large, perhap 
4% or so of total overseas assets of moi 
than X130 trillion. But it does point to tk 
dangers of a rapid expansion into overse: 
markets in recent years. While the junl 
bond market was plunging in the US, it we 
disclosed that Japanese banks had lent ¥° 
billion to the bankrupt West German supe 
market chain CoOp AG, which had allege 
ly falsified its accounts. Apparently loc 
banks had smelled a rat long before an 
bailed out. The Japanese banks were le: 
well-informed. 
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Results for the Jardine Matheson group's holding coMpany do not include: 
Hem proi from sale of Asian 7-Eleven business. 
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"EVEN MY DOG'S SHARP TEETH "TODAY'S THEATRE WORK IS nan 
CAN'T DAMAGE MY BALI’ SO MUCH EASIER” WE'VE GOT CLEAN, SAFE WATER 
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M aati ie a 
"QUALITY PRODUCTS “SAFETY, COMFORT, i i 
MAKE BETTER BUILDINGS” RELIABILITY THAT'S WHAT | GET THE VIELD IS BETTER THAN I'D EXPECTED 
True! Today’s innovators are very clever many parts of our lives such as agriculture, 
and ATOCHEM is here to help them with building, cars and trucks, food, health, sport 
their chemicals and plastics. and water treatment to name just a few. 
ATOCHEM can help them to develop ATOCHEM has research centres, pilot 
new safer and efficient products to meet the and production plants which work as close 
needs of everyday life and modern technology. partners with designers and producers. Close 
Plastics and chemicals from ATOCHEM collaboration ensures success and opens up 
contribute to the continuing development of new avenues for our brilliant inventors. 


ee 
ATOCHEM Worldwide. 
* More than 10,000 employees Parent Company 


* 80 production plants ¢ 5 RAD centres » | process 


engineering centre e Represented in 97 countries on elf aquitaine group 
5 continents * Annual turnover more than FF 28 billions - /\ V 
US S 4,4 billions - 59% generated outside France e Main . 


activities : Petrochemicals, olefinic and styrenic polymers; 
the chlorine chain and PVC , chemicals and polymers e 
specialities, o 9 








Head office - 4, cours Michelet, La Défense 10. Cedex 42, 92091 Paris-La Défense (France) - Tel.: 33 (1) 49.00.80.80 - Telex: ATO 611922 F 
o Hong-Kong - Tel. : 852 (3) 697145 - Telex: 39712 HKATO HX e Melbourne - Tel.: 61 (03) 5484033 - Telex: AA 154171 ATOMEL 
e Singapour - Tel.:(65] 2250388 - Telex: RS A4 500 ATACEA a Pate. TA. onan dee eS 
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AFTER DINNER, YOU'LL 

ENJOY AN ASSORTMENT 
E OF IRRESISTIBLE 
COFFEE CREAMS. 


"RI atl a qs First we take our own coffee, 
t, ^ k^ ^ X 
* ' ; ; 

P NL. LA ie grown in the foothills of Java. 


Freshly brewed, and piping hot. 
Then we add spices and liqueurs from 
all over the world. And top them off 
with some lightly whipped cream. 

The result is a choice of 5 exotic 
coffees to tempt you, and round off a 
perfect meal in the air. 

In Executive Class, we serve café 
Neapolitan and Jamaican coffee. 

And to make the choice more 
difficult in First Class, we also offer 
Irish coffee, Salzburger coffee and café 
Gingembre. 

Naturally, if all these coffees are 
not your cup of tea, you can always 
have your coffee black. 

With a little milk or cream. Or if 
you prefer, totally caffeine-free. No 
matter the choice, it will be served in 


the enchanting Indonesian way. 


- Garuda Indonesia E 


Proud to welcome you aboard. 





The future of business communications 
lies along the highways of high speed digital 
services. Timeplex, the innovator in data 
communications for more than 20 years, can 
provide you with a gateway to the integrated 
communications highways 

Timeplex is committed to your future, 
with our philosophy of Systems Connectivity 
Architecture to allow transparent connection 
of diverse devices - within hybrid networks 
of public and private services - to fully 
integrate all your data, fax, voice, video and 
image communications. SCA also provides a 
clear migratory path from local to wide area 


networks, allowing your Timeplex network to 
grow with your business 

We invest heavily in Research and 
Development to bring you new products and 
systems - always compatible with existing 
Timeplex products and other manufacturers' 
systems - to protect your investment and 
help you stay ahead 

Our renowned training and 
maintenance programmes keep your 
Timeplex networks running at their most 
effective and we assign your own Account 
Manager to provide a single point of contact 
with Timeplex 


n q: à 
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With an international network of 
Timeplex offices and distributors, you can 
be sure of our full support wherever you are 
Call your nearest Timeplex contact for your 
gateway to the communications future 

United Kingdom (0753) 43559, 
Brussels (32) 273 49703, Australia 
(61) 2957 1660, Hong Kong (852) 583 36848, 
USA (201)391-1111 


Timenlesx< 


YOUR GATEWAY TO COMMUNICATIONS HIGHWAYS 





TIMEPLEX. YOUR GATEWAY TO THE 
COMMUNICATIONS FUTURE. 








Predator on the prowl 


ntrepreneurial companies do not 
normally make a splash in Singa- 
pore and Malaysia. But Singapore 
E: asset trader United Industrial 
“Corp. (UIC)'s purchase of 13% of Singapore 
‘Land has put the republic's largest property 
scompany into play as a takeover candidate. 
The catalyst for UIc’s Singapore Land 
ámove was its $$690 million (US$347.7 mil- 
lion) sale of the Paragon, a prime retail com- 
D in Orchard Road, and an adjoining site 
o Sogo, the Japanese retail chain. The Para- 
won was to have been UIC's core asset, while 
ipurchase of the adjoining site was finalised 
: only the previous week. Sogo, though, was 
avilling to pay a price way over market odds 
*o EOS a strategic presence in Singa- 
i "Ue s 10076 profit on selling the Paragon 
¿was good work on an asset held for only 13 
^nonths. A day later, the asset trader shelled 
out 5$281 million for the Kuwait Investment 
_Dffice (KIO) 13% stake in Singapore Land, as 








SHROFF 
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doned any attempts to place the shares in 
hands friendly to Tao. 

By contrast, UIC is well connected. One 
token of respectability is that chairman Lee 
Kim Yew is Prime Minister Lee Kuan Yew's 
brother. But UIC will need allies, as it lacks 
the financial stamina to mount a hostile 
takeover on its own. Singapore Land is un- 
likely to fall for less than S$18 a share, an out- 
lay of more than S$1.8 billion. A bridgehead 
larger than 13% is also needed for an attack. 

Of course, UIC could be a stalking horse 
to flush out a genuine predator, making its 
turn by on-selling its strategic holding. An 
alternative is to mobilise institutional sup- 
port in London and Hongkong to capture 
control by voting Tao and other family 
members off the board. 

Timing suggests that uic should move 
fairly quickly. Once control of Singapore 
Land was won, the company could be asset- 
stripped. The sale of Shell Towers would 
eliminate Singapore Land's debt, or enable a 


well as buying a smaller holding in warrants sas 


cand loan stock. The S$14.60 a share paid was — 


«n all-time high for the stock. 

. It nothing else, this price demonstrates 
set again the Hongkong-based Jardine 
E group's tragic lack of timing. Less 
- nan two years P pine aes associate 





aet 


market said anos imaninoealy that it paid 
-#0 much for the Paragon. Apart from con- 
_ eunding its sceptics, UIC has now switched 
exposure out of retail property which, 
“ith residential property, may have peaked 
-a the current property upswing. 
. Its focus now turns to office property, 
| hich still has some way to run. The ques- 
n is whether UIC will bide its time, opt for 
rostile takeover or simply ease S. P. Tao 
t of his controlling position. 
Taois vulnerable. He ownsless than 20%, 
is ageing and is in disfavour with the au- 
rities. Earlier this year, the stock ex- 
ange forced him to proceed with a deal to 
a 22% stake in the Gateway project from 
‘personal companies to Singapore Land. 
had tried to renege when property prices 
tinued to surge ahead in Singapore. 
Even the KIO appears to have deserted 
>o. After trying to sell its stake for some 
__@eks to Hongkong institutions — the KIO is 






















»nth's tender for the Standard Chartered 
üding, Singapore's top office complex — 
e Middle East institution clearly aban- 
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generous cash dividend to shareholders, 
while allowing Singapore Land to retain 
prime office holdings in a rising market. 


Across the Causeway, meanwhile, the 
entrepreneurial property company IGB 
Corp. is presenting shareholders with the 
bill for its diversification ambitions. A 
year after its last cash call, IGB is making 
a one-for-two rights offer of 120.5 million 
new shares at M$1.50 each and a M$60.3 
million issue of 1% convertible unsecured 
loan stock (CULS) to raise M$241 million 
(US$89.4 milliqn). The CULS are convertible 
at M$2.20 a share between three and five 
years after the date of issue. To try and 
sweeten the issue, IGB also plans a one-for- 
two share bonus. 

The market does not like the package as it 
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make investing worthwhile. 


stakes already yield a large surplus on cost 


lacks generosity. The CULS' M$2.20 conver- 
sion price is similar to IGB's likely price after | - 
bonus and rights issues, offering little as a | 
"gift" to shareholders. Moreover, when the 
CULS are due for conversion in three years 
time, the bull market could be over. Share- 
holders are also forced to convert the CULS or 
face heavy dilution of their stakes. 

But IGB badly needs to reduce a 13076 
gearing ratio, incurred by buying strategic 
stakes in diversified companies, Malayan 
United Industries (MUI), Inter-Pacific and 
Berjaya Corp. IGB sees the investments as a 
geared play on Malaysia's economic up- 
swing, and the first stage of its evolution into |. 
a broad-based conglomerate. l 

The market, however, notes that IGB's 
track record lies in property. Yet it has now 
committed some M$200 million, or 20% of 
total assets at the last financial year-end, to 
companies with interests across the spec- 
trum of Malaysia's economy. Brokers won- 
der what they are buying. And IGP's ability 
to impose its will on a line-up of itself, MUI 
and Inter-Pacific is unclear. 

For its part, the increase of share capital 
will much dilute earnings. Nor does the 
rights issue — which finances non-property 
purchases — allay fears that IGB's cash flow 
will prove unable to fund ambitious prop- 
erty projects in Kuala Lumpur. 

Supporters say the company has always 
been an asset, not an earnings play. They 
argue that IGB shares offer value as an invest- 
ment in Malaysia's economic upswing. The 
wary reckon that the scale of IGB's exposure, 
coupled with political uncertainty, and 
doubt that a Chinese company will be al- 
lowed to grow tod large in Malaysia, do not 
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Certainly, IGB's reticence, seemingly in- 
satiable lust for new acquisitions, penchant 
for cross-shareholdings and dumping of 
new assets wherever convenient in the ex- 
panded group, make it vulnerable to criti- 
cism that its growth strategy lacks focus. 
That is a pity, as its plans seem creative and 
fundamentally sound. 

IGB must now show that it can consoli- 
date its operations with the same vigour it 
devoted to growing. Its 72%-held sub- 
sidiary, Ipoh Garden Australia is also in 
need of financial overhaul, while property 
syndication will be crucial in easing future fi- 
nancial strain. 

Still, the Mut, Inter-Pacific and Berjaya 


and represent turnaround situation’. IGB is 
worth backing, but it should marry entre; 
preneurial flair to financial stability. 

u Christopher Marchand 
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COMPANIES 31 


. Singapore’s Yeo Hiap Seng buys into US food shelves 


Taste for the West 


—————————— ——————— a! 


he marriage of Singapore-based Yeo 

Hiap Seng (YHS), maker of achar, 

sweet corn pudding and chrysan- 
themum tea, and Chun King, the All- 
American producer of chop suey, chow 
mein and fortune cookies, would seem to be 
made in heaven. Or so Alan Yeo Chee 
Yeow, chairman of the S$214 million 
(US$108 million) turnover YHS, believes. 

YHS and the Singapore Government's in- 
vestment arm Temasek Holdings, together 
in June staked US$52 million on the pur- 
chase of Chun King, which last year turned 
a profit of US$3-4 million on sales of US$40 
million. 

YHS plans to use Chun King's produc- 
tion facilities and distribution network to 
introduce a range of Asian meat and sauce 
products to its strongest US markets, the 
mid- and southwest. YHS 
trademark still beverages like 
grass jelly drink and soyabean 
milk which account for 
about a third of its global turn- 
over — will continue to be mar- 
keted separately through dis- 
tributors catering to the largely 
California- and New York- 
based Chinese-American com- 
munity. 

But at 12 times 1989 earn- 
ings, some analysts believe Yeo 
paid too much for assets made up of Chun 
King’s well-known trademark, two under- 
utilised North American factories, some in- 
ventory and aedebatable’ amount of clout 
over supermarket shelf space. 

The analysts note that sales have gone 
flat for the second-ranked maker of ersatz 
Chinese food as US consumers become 
more sophisticated in their tastes. In addi- 
tion, Chun King’s previous owner, RJR 
Nabisco, sold off the franchise to the com- 
pany’s potentially promising frozen foods 
division prior to the deal. “Chun King is in 
shelf-stable goods,” said Bryant Hwang, a 
director at Kim Eng Securities in Singapore. 
“And that’s the dying end of the speciality 
food business.” 

Yeo disagrees, arguing that the potential 
for cooperation and profit is considerable be- 
tween Chun King and his family firm, 
which elready has a sizeable foreign pre- 
sence in Hongkong, Malaysia and is increas- 
ingly active in Canada. “Chun King is via- 
ble on a stand-alone basis,” Yeo told the 
Review. “We have bought a successful 
brand name and a distribution system that 


d 
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would have been extremely difficult to build 
up from scratch." 

Working on its own, YHS has had consid- 
erable difficulty penetrating the fast growing 
but geographically fragmented Chinese- 
American market over the past two dec- 
ades, running up only US$5 million in US 
sales last year. US-based food stock analysts 
suspect that the Chun King acquisition will 
do little to rectify this. An effort in 1986 to 


join forces with spice marketing firm 


McCormick, which like Chun King has a 
wide distribution network and commands 
considerable supermarket shelt space, failed 
to boost YHs' US fortunes. 

But even if marketing synergy is elusive, 
YHS can afford to take a chance on Chun 
King. YHS’ US$26 million contribution to the 
purchase, US$26 million, was provided 
without major recourse to borrowing, 
largely from the E TOA of the lucrative 


iap Seng' quen group record | 
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sale of : a Hongkong factory site last year. 

0, in King has | een a steady, if unex- 
citing, earner since it was started after World 
War Il by an enterprising Italian-American 
named Jeno Paulucci. 

Yeo said he believes that once inflated 
management overheads are reduced — it is 
suggested that RJR Nabisco, the victim of a 
lengthy leveraged buyout fight in 1988, 
milked Chun King for cash by providing 
costly management services — the new ac- 
quisition will increase group turnover by a 
third and contribute substantially to the YHS 
bottom line. This is likely to occur at the ear- 
liest in 1990, as Chun King will only be con- 
solidated into vHs in the fourth quarter of its 
1989 fiscal year. 

Started as a family soy sauce-making 
business in China's Fujian province 89 years 
ago, YHS incorporated in Singapore in 1955 
and listed on the stock exchange there in 
1968. The company grew strongly through 
most of the 1960s and 1970s when it cap- 
tured the lion’s share of Sfgapore's still 
drink market by catering to Chinese tastes 
which its main competitor, Fraser and 
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Neave (F&N), almost completely ignored 
also did reasonably well in the carbona! 
drinks market dominated by F&N, attaini 
the sole distributorship for Pepsi a 
Schweppes products in Singapore, Malay 
and Hongkong and for 7-Up in Singapx 
and Hongkong. It has since sold its rig 
in Malaysia to an arm of Antah Ho 
ings. 

Analysts say that soft and still drink p 
duction accounts for more than two-thi 
of YHS global turnover, while sauc 
canned meats and newer ventures 
poultry, mussels and shrimp account 
the rest. Growth has come interne 
through progressive upgrading of prod: 
tion lines and the accumulation of a v 
network of drink-vending machines 
Singapore and Malaysia. YHS is one 
the world's largest users of "tetra-pak" c 
posable drink containers and is n 
pioneering the Asian use of soft pouches 
packaging stews and curries. 

The Yeo family, which controls 38.48% 
YHS Singapore stock, has kept a tight n 
over the company throughout. Farr 
members hold most key executive positic 
and board seats. Yeo, who has taken a hi 
profile recently as chairman of Singapor 
trade development board, is seen by ai 

TP lysts as a prudent, sometin 
overly cautious manager. 


Ithough the compé 
has shown ste 
WA growth, increasing si 
from $$136 million in 1984 
5$214 million last year, : 
an even better rise in after 
profits from S$1.8 million 
S$9.3 million over the sa 
period, investors have 
favoured the stock. YHS' 1 
ket value per share has climbed fn 
only $$2.07 to 5$2.79 over the past f 
years. Part of the problem, said analy: 
was that over the past decade, YHS off 
paid uncovered dividends, indicating 
preference by the Yeo family to pull 
cash out of the company. That praci 
was stopped in 1986: since then and unti 
most recent reporting period, YHS | 
shown a steady increase in retained ea 
ings. 

For the sixth months to30Tune, the nu 
bers did not look quite good. YHS’ after- 
profit fell 30.1% to $$5.35 million. Earnii 
were dragged down by difficulties in st 
ing up a new Canadian subsidiary, Y 
Pacific Fruit Concentrates, and lower c 
tribution from YHS (Hongkong) wh 
showed a huge 1988 windfall from the : 
of a Kwun Tong factory site. A strengther 
Singapore dollar also hurt as YHS currer 
exports 45% of its output from the republ 

Despite tough competition in its key n 
kets, Yeo said that he expects a major cap 
investment drive now under way to a 
ment earnings soon. Group parent ^ 
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RAUM has increased its peices 
packaging capacity by 30% and has 
installed what Yeo claims is the 
fastest canning line in Southeast 
Asia. Both, he said, will result in in- - 
creased economies of scale and a re- 
duction in labour costs. YHS already 
has a 50% market share for still and 
soft drinks in Singapore. 

The 36.93%-owned vHs Malay- 
sia has been similarly expansive. 
Tetra-pak capacity will be increas- 
ed by a third when a new factory 
in Petaling Jaya starts operations 
in December. A new M$7 million 
(US$2.6 million) packaging facility 
in Johor Baru is also under con- 
struction. Currently, YHS com- 
mands about 20% of Malaysia's soft 
drink market, which is still protect- 
ed from the kind of cut-throat com- 
petition seen in Singapore and Hongkong 
by government levies on the import of 
sugar. 

In Malaysia, YHS also holds the franchise 
for such non-food products as Ridsect insec- 
ticide and ABC batteries. YHS Malaysia also 
owns the largest pig farm in the country and 
has a 60% stake in a joint-venture company 
with Gold Coin which markets and distri- 
butes poultry. 

Similarly, 51%-owned vHs (Hongkong) 
is retooling plant and equipment to become 
more efficient. The group is spending 





Manufacturing chicken essence: better distribution. 


HK$18 million (US$2.3 million) to build a 
new factory in Tuen Mun to be completed in 
1990, meanwhile, leasing back the factory it 
sold last year. The leasing cost, plus the 
need to export still drinks from Singapore to 
Hongkong until the new factory is finished, 
has put a short-term crimp on the sub- 
sidiary's bottom line. 

In each of these cases, expansion was fi- 
nanced primarily through internal re- 
sources, with modest use of bank borrow- 
ings. At the end of its 1988 fiscal year, group 
long-term borrowings stood at just over 
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Sarich negotiates licensing deals for new petrol engine 
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5y Michael Malik in Sydney 


E NAAA N eeN m A ni D mmie imee Annsen ypres aag coya nannaa nagng eaaa paana 


robably the only positively es- 
tablished fact about Australian 


engineer Ralph Sarich is that 
te has become a multi-millionaire on 
he strength of having patented a 
wwo-stroke fuel-injection engine. 

He has made his money not by 
naking and selling the engines, but 
vom Australian Government grants, 
apital from the giant Broken Hill 
'roprietary (BHP) mining and steel 
koup, and by negotiating licensing 
greements with major car and 
aarine engine companies. But as 
et nobody has committed them- 
*lves to manufacturing the engine, 
^d prototypes produc by the Or- 
ital Engine Co. Sarich's own 
Mnpany in Perth, Western Australia 

have never actually powered a 
r for the prolonged periods neces- 
wy to prove that they are really 
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Sarich Technologies’ 


Engineered success 


bumpy ride 
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S$2.1 million while fixed decode i 
and cash on hand tallied almost $$87 - 
million. ! 

While a significant portion of this. 
money was used for the Chun King - 
buyout, YHS topped up its coffers - 
with a successful S$40 million, 3%, - 
five-year loan stock issue in August. > 
This fund raising, which also m- ` 
cluded warrants as a sweetener, will 
partially be used to help YHS take up 
its entitlement to YHS (Malaysia)'s 
one-for-four rights issue announced 
in March. The balance of $$25 mil- 
lion, said an analyst at GK Goh Sec- 
urities in Singapore, will be used to 
refinance YHS' existing short-term 
floating rate loans, which stood at 
$$52.5 million at end-1988. 

The five-step Malaysian exercise, 
which is awaiting regulatory ap- 
proval, is aimed at raising the level of 
bumiputra (largely ethnic Malay) owner- 
ship in YHS (Malaysia) from 24.776 
to 30% while increasing the parent com- 
pany's stake from 36.93% to 40%. While 
YHS (Malaysia)s net tangible asset back- 
ing will be reduced from M$1.79 to M$1.39 
as a result of the restructuring, non- 
bumiputra minority shareholders have no 
choice but to sell out or go along. All share- 
holders, as way of partial compensation to 
less fortunate minorities, will receive a spe- 
cial dividend. " 


an engineering breakthrough. 
Sarich himself is a consummate publicist 
for himself and his various companies, 


which include Sarich Technologies, which is 


quoted on the Australian stock exchange. 
Over the past few months, Sarich has first 
lobbied for more Australian Government 
funds and then announced licensing agree- 
ments with the Ford Motor Co., General 
jp Motors (GM) and an agreement with 

M: the US state of Michigan which will 
& provide a production line and fund- 
ing of US$80 million towards manu- 
facturing the engines — once final 
engineering problems are solved. 

This should be in the mid-1990s, 
according to Sarich officials. Sarich 
also has signed agreements with two 
major US marine engine companies 
— Outboard Marine and Brunswich 
Corp., as well as with the Indian 
motor scooter company Bajaj Auto. 

While this spate of agreements 
boosted Sarich shares to a 1989 high 
of A$3.50 (US$2.74) in August com- 
pared with A$1.50 in May, the con- 
tinued lack of exact detail has caused 
them to fall back again in September 
to A$2.32. The alltime high for the 
shares was A$4.50 in 1988. 

Sarich turned to the US after «a 
final rejection by the Australian Gov- 
ernment of what were virtually de- 
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7 ind: by Sarich for more a Over the 
past 10 years, Sarich has received develop- 
ment funds of A$15 million from the federal 
government, A$3 million from the West 
Australian state government and A$40 mil- 
lion by BHP, which is a major shareholder in 
Orbital Engine. | 

At the end of last year, Canberra offered 
him another A$15.25 million, but it was con- 
ditional on Sarich agreeing that if he did fi- 
nally produce an engine that was ready for 
production, he would be tied to setting up a 
manufacturing plant in Australia — though 
he would be free to seek other deals over- 
seas. 

This apparently was not enough for 
Sarich. He accused the government of turn- 
ing its back on an opportunity to put Austra- 
lia in the forefront of motor manufacturing, 
and decamped to the US. 

Some of the confusion which has tradi- 
tionally surrounded Sarich is that while his 
company is called "Orbital Engine,” he long 
ago abandoned his original invention, 
which was an orbital unit in which the com- 
bustion chambers rotated. 

Sarich’s second engine, which is based 
on what he has dubbed the Orbital Combus- 
tion Process, is more along the lines of a con- 
ventional two-stroke engine — as opposed 
to the usual car unit based on a four-stroke 
action — boosted by what he claims is a 
unique fuel injection system. He has 
patented the fuel injection system. 


he reasons why Sarich has achieved 

his partial breakthrough with US 

manufacturers — who are still very 
cagey about what they intend to do with 
their rights to the engine — are not so much 
to do with his claim concerning the lightness 
and efficiency of the engine, but rather its 
low fuel consumption and, most important 
of all, low exhaust emission levels. 

This is becoming a major factor in US 
motor manufacturing as US pollution stand- 
ards are tightened. But before any of the 
major companies is likely to consider the 
major retooling required to produce a Sarich 
power unit, it first must prove it can actually 
power à vehicle for the 50,000 miles of driv- 
ing required to meet US standards. 

Ford, which says its agreement with 
Sarich will allow its own engineers to con- 
tinue testing the viability of the technology, 
will put prototypes into existing cars and 
will conduct road tests, mostly in Australia. 

While GM is reluctant to discuss what its 
own plans are, it is an open secret that a 
third major US manufacturer, Chrysler, is 
working on its own version of a two-stroke 
machine. Industry sources suggest that one 
motivation for the other companies to sign 
agreements with Sarich is to give them the 
opportunity to assess just exactly how 
unique his system is and whether they 
cpuld produce a two-stroke engine without 
paying him the royalty (US$40 per ee). 
it is understood he has asked for. 
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ts toll 


Turmoil takes 


ghe Sri Lankan Government and 
' private business interests fear that 
the spate of attacks on plantations 

. and tea and rubber factories may 
herald a renewed leftwing rebel onslaught 
on economic targets. 

Rebel attacks and work stoppages have 
already taken their toll on Sri Lanka's planta- 
tion output. According to the latest available 
figures, tea production in August dropped 
by 1.8 million kg from a year earlier, despite 
excellent weather conditions. 

The crop losses were attributed by the 
government to the disruption caused by 
members of the leftwing Janatha Vimukthi 
Peramuna (jVP) or People's Liberation Front 
and its armed military wing, the Deshap- 
remi Janatha Viyaparaya (DJV). 

In August and September, about a dozen 
tea and rubber factories, most of which be- 
longed to the state-owned Sri Lanka State 
Plantations Corp. and another government 
agency, the tea smallholders' development 
authority, were burned downed. 

Meanwhile, work stoppages have been 
spreading throughout plantations in the 
south where the JVP-DjV is strong and in 
some areas of the Kelani Valley, near Col- 
ombo. 

The plantation strikes have been en- 
forced by death threats. According to the 
planters' associations, several plantation 
executives have been killed this year, 
prompting many senior planters to quit the 
sector prematurely and further hampering 
efforts to boost oütput. 

Plantation Minister Gamini Dissanayake 
has estimated that the economic loss to Sri 
Lanka, which has long been dependent on 
tea, rubber and coconut exports for most of 
its hard-currency earnings, at a conservative 
Rs 400 million (US$10 million). . 

The production losses and disruption i in 
the plantations have come at a time when 
tea prices on the London market have 
reached an eight-year high. The price rise 
has been partly attributed to the crop losses 
in Sri Lanka as well as southern India. 

In addition, the sharp depreciation of the 
Sri Lanka rupee against the US dollar has 
boosted dollar prices at the Colombo tea 





auctions, giving some much needed relief to 


the beleaguered industry. But the govern- 
ment, which is also desperately in need of 
revenue, has siphoned some of the windfall 
earnings by way of a value-added tax. 

The depreciation of the rupee was clearly 
an arrangement between Colombo and the 
IMF. Colombo is seeking further Structural 
Adjustment Facility disbursements and 
other support from the fund. 
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Within 30 days in August and Sep- 
tember, the rupee-dollar rate was adjusted 
in steps from US$1:Rs 86 on 10 August to Rs 
40 on 15 September. Senior Finance Ministry 
officials said that it was intended to keep the 
rupee pegged at the USS1:Rs 40 level for sev- 
eral months. 

The recent turmoil has made its presence 
felt in the Colombo stockmarket, which has 
slipped back from the record levels it 
reached in the wake of the election of 
Ranasinghe Premadasa as president late last 
year. First-half turnover fell to Rs 139.3 mil- 
lion from Rs 200.5 million in 1988. 

In a recent economic trends report pre- 
pared by the US Embassy in Colombo, the 
real rate of growth this year was projected at 
1.5%, down from 2.7% a year earlier. The 
report said that the security situation re- 
mained a “wild card” factor with potentially 
negative consequences for growth. 

“Whether the government meets its 
budget targets will depend mainly on its 


| lombo market falters 
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ability to restore normal revenue collection: 
and trim defence spending. The former goa 
seems within reach, but cutting defence wii 
be difficult in the current environment,” th 
report said. 

It also projected that a high money sup 
ply was likely to continue with inflation re 
maining a growing concern. With the rise i: 
imports outpacing export growth, both thi 
trade and balance-of-payments deficits wer 
also forecast to deteriorate. 

Both government officials and informe 
business leaders were optimistic that nege 
tiations with the IMF would offer at least teny 
porary relief from foreign-exchange pre: 
sures. They were also hopeful that tli 
World Bank would reeommend to the S 
Lanka-aid consortium meeting in Octob: 
that donor nations continue their assistance 

E Manik de Silv 
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BRIEFING 


Ownership rules eased 

for Malaysian companies 

> The National Chamber of Commerce 
and Industry of Malaysia (NCCIM) has come 
out in favour of the lifting of the threshold 
for ownership restructuring under the 
Industrial Coordination Act (ICA). In a 
memorandum submitted to Deputy Prime 
Minister Ghafar Baba, the NCCIM said that 
companies should only have to restructure 
in accordance with the New Economic 
Policy if their shareholders' funds were 
M$10 million (US$3.7 million) or more, 
instead of the present limit of M$2.5 million. 
The NCCIM said that the current ICA 
threshold hinders economic growth. The 
ICA is the main weapon that the government 
uses to force companies to bring in 
bumiputra (indigenous, mainly Malay, 
Malaysians) shareholders. 


Indonesian coffee exports 
boom, but earnings static 
> Indonesia's coffee exports have soared 
since the suspension in July of the 
International Coffee Organisation's export 
quota scheme, industry sources say. 
Exports reached 47,000 tonnes in July, more 
than double the monthly average of a year 
ago, before sliding to 37,000 tonnes in 
August. But the collapse of the international 
"quota system has halved coffee prices on 
«the London futures market and cut 
"earnings for exporting countries. Despite an 
estimated 30% rise in the volume of 
Indonesian coffee exported this year, 
_searnings are only ed to match or 
_ slightly exceed last year’ s US$516 million. 






















puth Korean budget to 

aise welfare spending 

The South Korean Government has 
oroposed a 20% increase in the general 
oudget for 1990, the largest rise since 1982 

d close to double the average growth rate 
or the past seven years. The budget reflects 
eavier spending for social development, 
which is slated to rise 40%. The opposition 
says that the budget is potentially 
inflationary and has proposed trimming 
some spending requests. 


dongkong’s private sector 
arged to play greater role 

* A multi-million dollar study on 
Kongkong/s economic developments 
mmissioned by a group of business 

ople and politicians has urged the private 
tor to play a central role in the colony's 
nomic future. The report, produced by 
company SRI International, suggested 
ting a business-led, non-government 
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discussion group to promote economic 
relations with China. Although the report 
has been revised after the 4 June massacre in 
Peking, SRI admitted it was based on "the 
best case scenario" in Hongkong and in 
China. However, it warned that a "proper 
rule of conduct" needed to be established, 
based on Hongkong’s legal foundation, in 
order to allow Hongkong and China to have 
amutually beneficial relationship. 


Pickens to expand stake 

in Japan car-parts maker 

> US investor T. Boone Pickens, who - 
acquired 20.276 of Japanese car-parts 
manufacturer Koito in April, says he 
intends to increase his stake to 2675 and to 
ask for four seats on the board. The extra 
shares will be bought through an agreement 
with Azabu Motors, which holds 1076 of the 
equity. He said the purchase would push 
ownership by Koito's top 10 shareholders 
near the 80% limit, beyond which Tokyo 
Stock Exchange rules require a firm to be 
delisted. 





Australian court gives 
Lo access to Hooker's books 


P» Hongkong businessman Lo Yuk-sui has 
cleared the first hurdle in his rescue bid for 
Hooker Corp. when an Australian court 
granted him access to the books of the failed 
property group. Lo's Richfield International 
won access to the confidential records after 
winning the consent of the collapsed 
company’s major creditors. They agreed on 
condition that they be given access as well. 
The agreement boosts Lo’s eleventh-hour 
rescue bid for Hooker. Lo has proposed 
lending Hooker A$100 million (US$78.2 
million) and subscribing for at least 65% of 
Hooker if he proceeds with the rescue. 
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Australian-led consortium 
to build Bangkok’s skytrain 


> The Asia-Euro Consortium, led by 
the Australian firm Leighton Contractors, 
was chosen for final discussions with 
the Thai Government on building 
Bangkok's Baht 40 billion (US$1.54 billion) 
mass transit system, a 36-km elevated 
“skytrain.” The choice by the Expressways 
and Rapid Transit Authority of Thailand 
(ETA) must still be approved by the 
cabinet. It followed the collapse of lengthy 
talks between ETA and Lavalin of Canada, 
which received first priority for final 
negotiations after the original tender 
process in 1988. 


Coca-Cola to produce 

soft drinks in Burma 

Coca-Cola Corp. has agreed to cooperate 
with Myanma Foodstuffs Industries, a 
Burmese state-owned enterprise, to 
produce and market soft drinks, including 
Coca-Cola, in Burma. Notes were signed by 
the two firms during a recent visit to 
Rangoon by Stuart Eastwood, director of 


: | Coca-Cola Corp.’s Southeast and West 


. Asian division. 
India and China e to 
expand bilateral trade 


> The first ministerial-level meeting of the 
Sino-Indian Joint Commission ended on 21 
September with agreements signed by 
Commerce Minister Dinesh Singh and 
China's Foreign Economic Relations 
Minister Zheng Tuobin to increase China's 
imports of Indian minerals, tea and urea. 


India said it will import more silk and silk 


yarn. They also agreed to diversify trade, 
until now confined to raw materials and 
heavily in China’s favour. 


South Korea’s socialist 

trade rises sharply 

> South Korea's trade with East bloc 
nations in the first half of 1989 totalled 
US$2.1 billion, up 38% from a year ago. The 
Ministry of Trade and Industry (MTI) 
reported to the national assembly that 
South Korea's exports to communist 
countries for the period were US$985 
million, up 29% from the same period of 
1988. Imports were US$1.1 billion, a 4876 
rise from last year. MTI said China accounted 
for 8096 of the trade volume. Exports to 
China rose by one-quarter While imports 
were up one-third. Exports to the Soviet 
Union were up 40% while imports Surged 
128%. Both exports and imports with 
Eastern Europe almost doubled from the " 
same period last year. 
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PRICES AND TRENDS 
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STOCKMARKETS 


uus Tokyo’s bulls return a a a Hongkong roused from slumber «=. 
Manila marks time «== Seoul on the slide « « a Australia crashes as trade 
deficit soars «== Singapore slips in period ending 26 September aun 


The market finished the period with its 
" ninth consecutive fall. Volume was 
extremely light, averaging 9.2m shares a 

day worth Won 224.3b (US$337.3m). 

Electronics issues dropped 4.576 with 

Goldstar off 5.776 and Samsung 

Electronics down 5.4%. Machinery 

— shares dropped 3.3%, while paper and 
-y wood products struggled to a 0.1% gain. 


The second-steepest advance of the year, 
triggered by the yen's strength, pushed 
the index to a new peak above 35,000. 
Housing, consumption and leisure- _ 
related stocks rose, while heavy industry 
stocks fell. Nippon Steel fell ¥21 to ¥751, 
but Familymart leapt ¥3,110 to ¥12,100. 
Daily trading averaged 712m shares, 





worth ¥1.3t (US$8.90b). 
Overseas buying finally roused the Prices moved sideways, with investors 


cautious before the opening of 

=> parliament. Potential buyers were also 
-. nervous about regulators’ measures to 

^ coolspeculation. Average turnover was 
^ unchanged at NT$129.3b (Us$5.05b). 
Textile firm Hualon Teijran gained 

7  NI$5.50 to NT$86.50. Taiwan Fluorescen: 
$ fell NT$53 to NT$257. 


market from its recent lethargy, and with 
local investors following the foreign lead 
enthusiastically, prices rallied powerfully. 
Good corporate results from Jardine 
Matheson Holdings, which rose HK$1.10 
to HK$21.80, also helped. Turnover 
recovered to average 660m shares a day 


worth HK$1.29b (US$165.4m). 
After a brief rally mid-period, the result of | Austra "ER ENMENE A record trade deficit, higher interest 


| rates and a soaring local currency sent tł 
market crashing below 1,700 for the first 
time in six weeks. Fund managers 
^ preferred bonds to shares. Turnover ros 
— to total 760.7m shares worth A$1.71b 
(Us$1.34b), boosted by heavy trade in 
takeover target Elders IXL. BHP fell 34 A 
cents to A$9.64. 


a property deal announcement by UIC, 
the market continued its correction phase 
as investors took profits. UIC itself finished 
19 s cents up at $$2.25 while Singapore 
Land was pushed up 505 cents to 5$13.60. 
Average daily turnover was higher, at 
87.6m shares, valued at $$230.1m 
(US$116.3m). 


. Very low volumes attested to an absenc 

" Of foreign investors, which sent the 

^ market drifting down, until a few barga 

—- hunters ventured out late in the period. 
-. Fletcher Challenge fell 21 NZ cents to 

`- N2$5.14. Brierley Investments was dow 

11 NZ cents at NZ$2.19. Turnover totalle 

34.66m shares worth NZ$87.21m 

(Us$51.6m).- 


Kuala Lumpur Share prices dipped as holders of lower 

LSE Componiis Idex. " liners continued to take profits. Property 

es - stocks led a brief rally before the weekend 
but prices fell back again at the endofthe | ; 
period. Sime Darby shed20M centsto — E 
* endatM$474, but Maybank bucked the — | 
7 .trend with a 40 M cent jump to M$10.70. 
- Volume averaged 37.9m shares a day, 
valued at M$69m (US$25.6m). 





Profit-taking and a lack of support from 
financial institutions combined to depn 
' prices. But late in the period prices 

' recovered somewhat on short-covering 
' Market operators are worried by the 

' Rs 40b (US$2.40b) of new scrip due to h 
= the market before December. Tisco ros 
—— Be 1.25 to Rs 1,215, while Nocil fell Rs 4 
to Rs 1,060. 


News that a capital gains tax on securities - 
is under consideration stalled a recovery 
from the previous week's reverses. 

Shares fell across the board except for 
banking issues. Siam Cement fell Baht 80 
to Baht 5,326. Thai Military Bank jumped 
Baht 28 to Baht 284 and Bank of Asia rose 
Baht 13 to Baht 181. Turnover fell steeply 
to average Baht 2.27b (US$87.5m). 





Investors had no intention of getting 
involved, so the market drifted, gently 
blown by computer-determined 
programme trading dependent on the 
whims of the bond, currency and futu 
markets. Even takegver stocks were 
featureless. The Dow Jones Industrial 
Average sidled peacefully downward: 
Trading averaged 139m shares a day. 


The market remains in the doldrums, 
with investors waiting for clear signs that 
the foreign-exchange problem can be 
solved. Seafront Petroleum was active, in 
anticipation of the listing of its subsidiary 
Integrated Chrome. PNB rose P10 to 
2492.50 while Benguet Corp. B gained P2 
to P52. Daily turnover dwindled to 
809.1m shares worth 2135.6m (US$6.2m). 
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How Do You See Hyundai? 


You probably picture Hyundai as a maker of affordable, high-  . 
quality cars. 


That picture's not wrong. Just incomplete. 





Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation’s economic progress. 


So by all means, remember our cars. But don't forget the big 


AHYUNDAI 


K.P. O. Box 92 Seoul. Korea 
TLX: K23111/5 FAX: (02) 743-8963 





To most communications systems compa 








To us they're a Thai, an Indone 


And how does Alcatel perceive such glaring 
differences? Simple. Wherever a customer, or 
potential customer is based, there are local Alcatel 
experts living and working in the same country. 

They are there to make sure that our com- 
munications systems have the flexibility to match 
the customers specific requirements. And this 


applies to Public Network Systems, Transmissic 
Business Systems, Cables, Network Engineeri 
and Installation. 

Of course, this sort of customer commitme 
and support requires manpower That's w 
125,000 Alcatel professional? work close 
together with local customers in 110 countrie 
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', these gentlemen are South East Asians. 
n, a Malay and a Vietnamese. 


ilding a relationship of trust and co-operation. 
only with such a close partnership that truly 
xible solutions to suit individual market require- 
nts can be developed. 

Which is better for worldwide communi- 
Nons systems &nd better for customers like the 
tlemen above. 
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Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 


REVIEW 1946 


“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


'.. .We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction." 


"At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 





© BLONDEL LA ROLIGERY PARIS FRANCE 
ASIA CIRCA 1946 


Forty 


years 
On + 2. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an,important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 42 years later, the Far Eastern 
Economic Review is the world’s premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 


FarEasternEconomic 








FarEasternEconomic Reserve your 
1990 Diary 


Now, as a privileged reader, you can reserve the 
Review’s 1990 Pocket Diary at a 10% savings. 





The Pocket Diary 

With a total of 168 pages this exceptionally slim (just 3/8") diary features a 
13-month, week-at-a-glance format and is bound in rich black bonded 
leather covers. Stylish and convenient, the diary also features 36 pages of 
useful international business and travel information plus additional pages 
for addresses and notes, offering an unparalleled compendium of essential 
personal and business data. 
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Regular price: US$45 Now: US$13.50 










Slim and elegant in design, this handsome wallet - handcrafted in luxurious 
matching black cowhide leather - has five individual credit card slots, plus two 
billfold pockets and extra compartments for business cards, airline tickets and 
receipts. 


Size: 3 5/8" x 7 3/16" (9.2cm x 18.2cm) Code: 883 
Regular price: US$29:5( Now: US$26.55 






— ? The Pocket Diary in a matching leather wallet, with room for cash and 
! credit cards, make a perfect gift for you or your friends. We'll even 
gold-block up to four initials on the front. And, if you're sending 
the diary or wallet as a aift, we can dispatch them direct to the 
recipient and include an elegant gift card in your name, free. 


Code: 885 
Regular price: US$42-50 Now: US$38.25 
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Business Opportunity | | Appointment 








ATTN: ambitious American Em | 
 epreneur needs partner for | 
joint venture in hotel and night 
club prospects in Texas and 
Louisiana. Send information to: 


Amnesty International campaigns for human rights through its 
worldwide membership. 

As part of our London based research team working on Brunei, 
Malaysia, Si ingapore and Viet Nam, your primary responsibility is to 





James Panos advise and service Amnesty International's worldwide membership 

503 Bertrand Dr on human rights concerns in the region. The work includes drafting 

Lafayette La 70506 background information and recommending actions on behalf of 
34 ) prisoners. 


A" lis asks buic | E ASIA RECION A background knowledge of the region, fiuent Engl ish and typing 
PAESE CA Re ws and filing skills are essential. Knowledge of other languages an asset. 
You must be able to work in a team, often under pressure and use 


: SALARY: £12,605 pa* initiative. 





Wid ah) — —— * Rising by annual increments to £16,075 pa. 
Ref: RD19, Closing date 17th November 1989. 
"New Zealand printed circuit | a 2 : ~ For further information and an application form please contact 
board company for sale,| Me X. yu Personnel Office, Amnesty International, International Secretariat, 
.Small but well equip- [^4 t d a dr ! ternational 1 Easton Street, London WC1X 8DJ quoting appropriate reference. 





ped. US$145,000. Telephone | W TeL OTE AOT niin 
1643520, Mall Supplies & Ser- mum METRUM 
‘vices Ltd, Circuits House, 329 
“The Mall, Onehunga, Auck- 
fand, New Zealand. 
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Asia-Pacific Report 


Focus: China in the Reform Era 

132 pp., paper $15 

| Third in a series of regional reports, this volume 

|| features a wide-ranging examination of a decade of 
| political and economic reforms in China, and their 
|i social and cultural impact. Also examined are the 

|  resources—human and environmental—that must 
| 

| 
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IMMIGRATION TO BRITAIN i 
(Go you need sound advice on UK Immigration 
^nattars? Hf so, come to the Professionals. 
f*ormer senior officials of the UK Immigration 
Service will assist with every aspect, incfud- 
i^g business investor cases, work permite, 
mverseas company representatives and allin- f 
Sividual requirements. Ask for our information 
ack: 


“ZOOPER HARRISON & CO Suite 316, Pre- | 
aier House 10 Greycoat Place, London 
SWIP Tel: (01) 222 8866 Fax: (01) 222 5358 


Reservations should be 
addressed to: 


International Classified Manager | 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. | 
Tel:5-8328300 . 
Telex 62497 REVAD HX 
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fuel China's push to become a world leader. 

The regional overview examines the trend toward 
democratic government; changing Soviet Asia- 
Pacific policy; continuing high economic growth 
| and problems of growing protectionism and low 
| prices for many commodities. 
| 
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HOTEL INVESTMENT OPPORTUNITY 

New first class hotel is seeking joint venture, refinancing, 
or direct purchase. Property has 75 luxury rooms, dining 
room, lounge and indoor pool. Revenues gaining at im- 
pressive rate. Centrally located in resort area and enjoys 
commercial and vacation/resort business. 

Inquire to: DAVID WALD (owner), 20 Salt Pond Road, 
‘Falmouth, Massachusetts 02540, U.S.A. 

Phone: 508-457-0606; Fax: 508-457-9694. 


The 1989 Asia-Pacific Report: Focus: «China in fhe Re- 
form Era is available only from the East-West Center. 
Order alone ($15) or as a set ($25) with the 1987-88 
Asia-Pacific Report: Focus: Marine Issues and Pacific 
Islands and the 1986 Asia-Pacific Report: Focus: Twenty- 
Five Years of Change. Each volume includes focus 

and overview sections, and statistical tables, charts, 
| and maps. Price includes surface postage. Send 

| check or money order to: East-West Center, Rm. 

| 1078, 1777 East-West Rd., Honolulu, Hawaii 96848. 


COPYRIGHT REPRINTS leanne hc EM HM nm 
The combined efforts of the Far Eastern Economic Review's large and highly skil- 
ged editorial team have made it the premier source of information for those who do 
Dusimness, or have an interest, in or with Asia. As a testimony to the publication's 
editorial quality, many Review articles have, over the years, been reprinted in news- 
papers. magazines, educational textbooks, newsletters etc throughout the world. 
should vou as an editor, publisher or on behalf of an organisation, educational es- . KM PM . . 
ablishment etc wish to enquire about our reprint and copyright charges, please adf to make appropriate enquiries and take appropriate advice before 
liress your correspondence to: sending any money, incurring any expense or entering into a binding 
danaging de . commitment in relation to an advertisement. The Far Eastern Eco- 
EON apr Hong Kees Limited . nomic Review shall not be liable to any person fór loss or damage in- 
sel 5.8328300 — Fax: 5-8345987 Telex: 62497 REVAD HX curred or suffered as a result of his/her accepting or offering to ac- 
cept an invitation contained in any advertisement published in the 


Review. 
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Readers are recommended 





Ke welcome enquiries from all interested parties and assure you of our prompt. indi- 
sdual attention. 





Scourge of the corrupt 

Thai deputy police chief Gen. Vasit Dejkun- 
chorn, 59, has made some powerful 
enemies with his September attack on the 
lack of honest, competent politicians. But 
support has come from some unexpected 
quarters: not only from academics and a 
long-critical public, but also from senior 
statesman Kukrit Pramoj, army chief of staff 
Gen. Charuay Vong- 
sayan, and a couple of 

A veteran with 33 
years untainted ser- 
vice, Vasit was possi- 
bly bitter about the 
intense politicking 
which dominates the 
annual — and espe- 
cally this years — 
round of department 
promotions. He said vote-buying, venal 
politicians were to blame for the laxity and 
corruption in the police department, a re- 
mark which drew strong counter-attacks 
from numerous MPs and supporters of his 
own political boss, Interior Minister 
Pramarn Adireksan. Many observers be- 
lieved the attack was aimed directly at 
Pramarn and his control over the appoint- 
ments of top police officers. 

Vasit, who is probably the police depart- 
ment's leading intellectual with a master's 
degree from New York University, says he 
will serve another year until mandatory re- 
tirement in 1990. Then, if the idea is not al- 
ready in the forefront of his thinking, others 
will surely persuade him that he has a career 
in politics. 





pis gnus chief cleans up 
iin x of years ago, Oei Hong Leong, 41, 
t of Singapore's United Industrial 
Con (UIC) told an interviewer that “every- 
thing we buy is for the long term, until the 
price is right.” On 13 September, UIC 
marked up an astonishing profit of S$314 
million (US$158 million) on the sale of the 
Paragon shopping centre on Orchard Road 
just over one year after it was bought for 
S$280 million. Oei then turned round and 
spent S$281 million to grab a 13% stake in 

blue-chip landlord Singapore Land. 

The Indonesian-born heir of the Widjaya 
family palm oil empire, he apparently spent 
several years in China before rediscovering 
the virtues of capitalism. It was, not a 
wholesale conversion, though. In his first 
bid far the corporate big time in the early 
1980s, Oei used a modest stake in Malaysia's 
Unitét Engineers to do little more than im- 
pose a policy demanding that company 
executives travel economy class. 

With the backing of his family, Oei in 


PUBLIC EYE 


1983 took a majority stake in UIC, a rather 
sleepy detergent maker. The now- 
naturalised Singaporean quickly embarked 
on a series of mainly — but not always — 
successful asset trades. UIC is now one of 
Singapore’s largest business groups, en- 
compassing hotel, property, shipping and 
manufacturing interests. Its chairman is Lee 
Kim Yew, the brother of Singapore’s prime 


From Russia without regrets 


Lee Sang Jo, 75, would appear to be a model 
North Korean: lieutenant-general (retired) 
in the army; deputy chief of the general staff 
at the time of the Korean War in 1950; dep- 
uty chief of the North Korean delegation at 
the 1953 armistice talks at Panmunjom; am- 
bassador to Moscow until 1957. So what was 
he doing in Seoul on 11 September? 

Visiting friends and relatives in his native 
city of Pusan, he said, on his first journey to 
South Korea in more than 50 years. Lee, 
now in exile in the Soviet city of Minsk, 





sought political asylum from Moscow when 
North Korean President Kim Il Sung recal- 
led him from the post of ambassador in 
1957, following Lee’s support for Nikita 
Khrushchev's de-Stalinisation campaign. 
Lee had also advised Kim against instituting 
the cult of personality in Pyongyang. 

At a news conference in Seoul, Lee recal- 
led his life as a revolutionary in China dur- 
ing the civil war, when he fought on the side 
of the Chinese Communist Party. “I support 
neither North Korea under Kim Il Sung nor 
military dictatorship in the South," he 
roared, adding, "I remain a committed 
socialist." A forthcoming memoir should 
provide some intriguing revelations. 


New chapter for diplomat 

The man expected to take over as Japan's 
ambassador in Peking is Hiroshi Ha- 
shimoto, 63, who has s t many years 
China-watching for the Fereign try, 

but who does not speak Mandarin. What he 
does have is a voracious appetite for books, 


FAR EASTERN ECONOMIC REVIEW 


fiction or otherwise. When he served a: 
bassador to Singapore in 1984-86, he w 
visit the Japanese-language library « 
week and come away with an armf 
tomes. In London during the mid-19; 
was a daily visit to the Japanese Emba 
information centre on the way t 
office. The book would be returned th« 
day. 

Hashimoto originally wanted to be ¿ 
man at the end of the war, but opted fc 
Foreign Ministry instead, after gradu 
from Tokyo University's law faculty. He 
director of the China division at the tir 
prime minister Tanaka's ground-bre: 
trip to Peking in 1972 and was said to 
played a useful role in Japan's diploi 
opening to China. To take over as an 
sador now, as the rich countries ease 
strictures on China after the 
crackdown, could be regarded as the 
mit of his career. 

Hashimoto is not a particularly f 
English speaker either, but he is said 
popular with other diplomats and doe 
have a strongly bureaucratic cast of mir 


Mixing business with politi 
Hongkong businessman and politice 
tivist Vincent Lo, 41, convenor of the C 
of 89 business and professional lobt 
locked in political battle with rival cons 
tive politician T. S. Lo over the shape « 
territory's future political model. 

Vincent Lo, the head of the Shu 
Group, came to political prominence ; 
years ago when he was appointed by Pe 
to the Basic Law Consultative Comm 
which was tasked with evaluating local 
lic opinion on the post 1997 mini-con: 
tion. With fellow conservatives, he for 
the Group of 89 to espouse a "gradualist 
proach to democrati- 
sation, which critics 
saw as pandering to 
the wishes of Peking. 

Shocked by the 4 
June massacre in Pe- 
king, Lo decided that 
the Hongkong people 
were ready for a quick- 
er pace of political 
change. But his plan 
for a more progressive 
model, in alliance with other po 
groups, was sabotaged by a much more 
servative proposal by T. S. Lo, who da 
the backing of Peking. 

Besides his political forays, Lo has re 
ly tried to sell the Shui On Centre to a g 
of unknown Hondusans who claimed | 
level ties with the Chinese Governmen 
also restructured the Shui On Group 


is privatising part of it. 
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ts: *Hotel Shilla Sales Offices: New York 


(800) 221-2094. London (01) 862-9331, Tok 
(5) 483-928, Singapore (65) 737-9955. Sydney 233-8422. Tokyo (03) 797-3631. Utel 
t travel agent. *Airline Access Codes: APOLLO LW 8419, SABRE LW 4748, PARS 


In Seoul one hotel brings 
a sense of Korea's past exquisitely 
into its present. 





The quiet grace of Korea's most impressive 
business address follows an ancient sense 
of purpose. Behind 14th Century walls 
and surrounded by wooded gardens, the 
Shilla is singularly dedicated to the 
consummate support of the business 
traveller. A place where attention to detail 
is still taken to traditionally cherished 
extremes. 





Seoul, Korea 


one of TheJeading Hotels of th World" 


202. 2-Ga. Jangchung-Dong Chung-Ku, Seoul. Korea 
Tel 2303-114 233-3131 Tlx: SHILLA K24160 Fax: 233-5073 


yo (03) 586-7571. Osaka (06) 271-7571, *The Leading Hotels of the World 
| International, Nikko Hotels International (lapan Airlines Offices) or contact 
LW 01808. DATAS Ii LW 1808. DELTASTAR UI 1211. SHARES UI 2644 
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Much, much more 
than just one of 


the “Big Four” 


You probably think of Nikko Securities as one of Japan’s “Big 
Four” securities houses. But if you think Nikko Securities 
is big only in Japan, we’ve got news for you. 

Today, Nikko is one of the largest securities houses in the 
world. Our 18-country network covers almost every field of 
financial activity. At the end of 1988, we had over 
US$260 billion in client assets in custody, equal to 7% of 
the market value of all stocks listed on the Tokyo 
Stock Exchange — and more than the total value 
of the Paris Bourse or Frankfurt Stock Exchange! 

We also have some of the world’s most 
advanced Investment Technology (IT). Our Japan 
Index Strategy, the first to apply a quantitative 
approach to the Japanese equities market, is one of 
just a few methods available that can closely track 
the performance of the Tokyo Stock Price Index, 
which grew at a remarkable rate of 36.6% during 
1988. Nikko Securities’ IT-based products mean- 





while took first, second, fourth, and fifth places for RR OMS s. OIL 
performance among all investment trusts in Japan SI a | FOREIGN ai eden 
that year,* helping to swell our IT-related assets to over es a TOKYO. MAKE 
US $28 billion in just three years. & ase. eS. 

In other areas, Nikko and its subsidiaries lead- = nouns We AMORE. 
managed 61 debt issues for corporations, supra- t MERE NS FINANCIAL 
nationals, and governments in capital markets out- 3. È M 
side Japan in 1988 alone, and have ranked well in the role aera 
top ten in the Eurobond League for three years running. D ont PN A 

Certainly, we have what it takes to meet all your suu Sa, BONS yO 
financing and investment needs. Whatever they are. NATIONA «ate, Nouns : 

Wherever yot are. subtrees” UL ue ux 


Nikko Securities. 


Isn't it time you took a closer look at us? 
*Source: Nikkei Money 


|. €NIKKO 





The Nikko Securities Co. (Asia) Limited The Nikko Securities Co., Ltd. The Nikko Merchant Bank (Singapore) Ltd. 
One Pacific Place 19th Floor, 3-1, Marunouchi 3-chome, 6 Battery Road, 428-01, T 

88 Queensway, Central, Hong Kong Chiyoda-ku, Tokyo 100, Japan Standard Chartered Bank Bldg. Si 0104 

Tel: 5-249011, 5-842111]. Telex: 73640 Tel: (03)-283-2211 Telex: J22410 Tel: 2233390 Telex: RS 35089, RS 4 


The Nikko International Network SEOUL BEIJING QINGDAO SHANGHAI SYDNEY MELBOURNE LONDON ZURICH GENEVA LUGANO FRANKFURT 
LUXEMBOURG PARIS COPENHAGEN MILAN MADRID AMSTERDAM BAHRAIN NEW YORK SAN FRANCISCO LOS ANGELES CHICAGO TORONTO 
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LOOKIN’ SHAR? 


A dependable coordinator comes along 
on all my business trips 





I'm referring to the IQ-7000 from Sharp. In addition to its seven built 
in functions*, this electronic organizer transforms into a persona 
time/expense manager, an 8-language translator and a thesauru. 

dictionary, simply by adding optionally available IC cards and mor 
applications to follow. Furthermore, two-way data transfer betweei 
the IQ-7000 and a personal computer will let me upgrade my overal 
productivity. It sure is nice to have suci 
a great partner on my side. Create . 
superb lifestyle with Sharp 
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IQ-7000 Electronic Organizer 


*Calendar, schedule, telephone directory, memo, world/home clock 
and 10-digit calculator 





SHARP CORPORATION, JAPAN 
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Flowers and 
Fragrance Flight 


.. Kayaniga dba 


Class 








Welcome flowers. 
The fragranced 
atmos phere of care 
in the air. Soft refined 
grace of the 
stewardesses. 
Food and mood of 
Bengali aristocracy. 
On board Biman's 
Rajanigandha Class 
(Executive Class). 


The friendly fragrance of our flight lingers on. 


Biman t 
BANGLADESH AIRLINES * 


Your home in the air 





























Room 501 at The Seoul Plaza Hotel 


When Mr. Hubert is town, his friends know where to contact him. 


Things have changed since Mr. Hubert was first booked into the 
Plaza by a Kofean friend seven years ago. New buildings have 
sprung up across the skyline. New cars cruise the city streets. 
Even the Plaza itself has changed, with new decor, new 
restaurants and new modern business facilities. 


Ah, and new hotels have been built too. Why then does Mr. 
Hubert return time and again to us? 





"It is, you might say, a sense of refinement, something abstract ... 
something to do with... the people and the place. The Plaza may 
no longer be Seoul's most famous hotel, but it is eminently com- 
fortable and superbly staffed. It is, to be frank, everything | 
need." And that is enough praise for us. The Seoul Plaza Hotel. 
Like staying with friends. 
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171-2? Cate PLAZAHI, SEOUL 
» K244?4 Fae 10) 756 9610 


For information and guaranteed reservations: 
B SEOUL PLAZA Tokyo Office: Tel (03) 21: 
(2011947 0767 Ii Supr 





03) 212-2369 New York Office: Call Toll Free 800.447.2311 

Hotel Reservations Dusseldor! (0911) 35-04-16 (London Tel (01) 997-3093 Bl Prince Hotels Inc. Tokyo 
9-92-30 Æ Loews Representation international Cal! Toll Free BOO 
York State Bi Delton Reservations Bangkok Tel 251-0806 Hong Kong Tel 





c2 3-UBBB/North U S A (Canada Call 
5-216473 Taipei Tel 564-2754 
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State vs private economy 
I feel there is a need for a few clarifications in 
| Adam Fforde’s 5TH COLUMN Vietnam's 
| mixed blessings [14 Sept.]. 
First Fforde connects the halt of Chinese 
| assistance to Vietnam with "Vietnam's ac- 
| cession to Comecon and its military inter 
vention in Cambodia." This is not correct. It 
we look back to the situation in 1975, Viet- 
nam expected more Chinese aid for its post- 
war reconstruction but China was offering 
the same amount as earlier. In 1976, after the 
Fourth National Congress of Vietnam’: 
Communist Party (VCP), China cut off a 
loans to Vietnam and justified the move b 
| the needs back home due to the mismanage 
ment of the country by the Gang of Four. A 
more plausible reason was Chinese discon- 
tent with the purging of alleged pro-Chines« 
elements in the vcP leadership and in the 
central committee. 
| In May 1978 China decided to cancel sev- 
eral projects that it was financing in Viet- 
nam; this was a reaction to the outflow of 
ethnic Chinese from Vietnam to China. In 
early July 1978 China announced that it was 
cancelling all economic and technical aid as 
well as recalling all Chinese technicians 
working in Vietnam. 

This was probably both an extension of 
the action in May as well as a reaction to the 
decision by the Comecon to admit Vietnam 
| asamember of the organisation in late June. 
Vietnam had earlier been reluctant to join 
the Comecon as it did not wish to provoke 
China but this reluctance was gone by mid- 

1978. 

Another weakness can be seen in 
Fforde's analysis of the Vietnamese econ- 
omy. He fails to acknowledge one of 
the most important factors of the econo- 
mic policies carried out by the Vietnamese 
authorities since 1975, namely the strug- 
gle to promote state control over the econ- 
omy. 

First, by a step-by-step tactic to weaken 
the private sector of the economy from 1975- 
77 and then by abolishing private trade al- 
together in March 1978. 

_ The eagerness to gain state control over 
economic life was also predominant be 
tween 1983 and 1986 prior to the Sixth Na- 
tional Congress of the vCP. This campaigrw 
was a reaction to the re-emergence of a pri- 
vate sector as a result of the cautious liberali- 
sation of the economy in September 197% 

| and in the early 1980s. 

| These campaigns directed against the 
| private sector cannot be neglected wher 
| analysing the causes of Vietnam's economie 
| crisis. 

Although the economic policies today 
| are a long way from thése campaigns, anc 
the ideals of the benefits of total state contro: 
have been abandoned, there is a risk of a re 
_ vival if the distribution of wealth in the Viet 
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TRUST THE HALIFAX 
TO FIX THE INTEREST RATE 
WHATEVER THE CLIMATE. 


The financial climate is often unpredictable. 
Which is why you should invest wisely and not just 
settle for any port in a storm. 

The new HALIFAX FIXED RATE INTERNATIONAL 
is a safe haven for investment and a guarantee against 
unstable interest rates. 

It's a Jersey-based sterling deposit account, 
open solely to those people not ordinarily resident in 
the UK. The kind of people who want a guaranteed 
fixed interest rate and who are willing to leave their 
investment untouched for a period of 12 months. 

There is a minimum investment level of 
£10,000 and the interest rate on your account is fixed 
on the day that we receive vour funds. 

But as interest rates can vary from time to 
time, you can call our Halifax Jersey Helpline now 
on (0)554 59840 for information on today's current 
fixed rate. 

Being Halifax Building Society, vou can expect 
à highly competitive rate. And being offshore, vou can 
expect high interest with no UK income tax deducted. 

You can take your interest at the end of the 
lerm. Or opt for a monthly income, with which you 
can pay bills and set up standing orders and direct 
debits via our variable rate account HALIFAX DEPOSIT 
INTERNATIONAL. 

Alternatively you can have your monthly 
interest paid directly into your UK or Charme! 
Island bank account. 

Send in the coupon now for more detailed 
E ' | information and conditions of issue, and we'll help 
mM you weather any storm. 
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| T6 Halifax Building Society, International Investment Una. | 
| Ingouville House, Ingouville Lane, St Helier, Jersey, C. Islands. | 
r Please send me details of HALIFAX FIXED RATE INTERNATIONAL O 
Ew s | HALIFAX DEPOSIT INTERNATIONAL O 
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ec tric ABB is a world leader in electric traction. 


We have unique resources to meet the increasing demand 
from both transit authorities and passengers for safe, convenient 
railways and urban transportation systems. 

OV "CT m O es Railbound vehicles are bringing relief 
V to the world's rapidly growing mega-cities, 
burdened by heavy traffic and severe pollution. High-speed trains 
are becoming a cost-effective alternative to intercity airlines. 
milli We provide a total range of products and services in this 
Ons e field, from the design and manufacture of locomotives to the 
supply of complete rail transportation systems. 

We meet the need of mainline and freight railways, suburban 
and urban commuter trains, underground systems, light rail vehicles 
and trolley bus networks. Extensive research and development 
programmes have produced revolutionary results in sectors as 
diverse as three-phase AC drives, new bogie technology and high- 
energy batteries. 

With our multidomestic organization, we are able to work 
closely with project partners and transportation authorities all over 
the world. 


Our century-old reputation as Europe's foremost electrical 


engineers continues to grow. We are determined to help electric 


power move millions of people — on into the 21st century. 





Heavy haulage locomotives for coal transportation in Queensland, Australia. 
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. Artby men, for men 

I must take exception to Ian Buruma's dia- 
tribe against Roger Keyes' The Male Journey 
in Japanese Prints [BOOKS, 7 Sept.]. Granted, 
. Keyes’ book is of a personal nature, but it is 
. also an excellent exploration of what great 
art can tell us about the timeless human ex- 
perience. Since Japanese prints were made 
exclusively by men and were sold exclu- 
sively to men, naturally Keyes interprets 
these prints as reflections of the male spirit 
in 18th- and 19th-century Japan. 

Keyes' insights allow us to measure our 
. own experience with the experiences of a 
different culture in a different time. For 
example, Utamaro's idyllic prints of mothers 
and infants were purchased by men, and 
without question these men had fond 
memories of their mother's protective em- 
brace. This seems the opposite of the mod- 
ern Western world, where men often are 
ashamed of this childhood dependency on 
women. 

Keyes also reveals the attributes valued 
by men in Japan. The general is portrayed 
on his rearing horse, rushing across the 
country the minute he hears his brother is in 
danger. The mission is, in fact, doomed to 
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failure, but the Japanese artists portray the 
impetuous act of brotherly love as an admir- 
able male attribute. | 

Finally, it is unseemly for Buruma to 
mock Keyes for exploring the nature of the 
male spirit. Perhaps it is telling that Keyes' 
book has struck such a deep chord in 
Buruma, who has manifested what must be 


called a violent reaction. | find it ironic that 


Buruma ridicules Keyes’ “psychodramas,” 
when he so flagrantly displays his own. 
Yunnan CRAIG KIRKPATRICK 
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Estranged from reality 

For someone who seems to have a genuine 
sympathy for the Khmers caught in the mid- 
dle of a multi-party struggle, Mahmood 
Elahi [LETTERS, 7 Sept.] exhibits surprising, 
ignorance of Cambodia's recent history and 
contemporary politics. 

One may certainly agree with Elahi that 
the proposals for any four-party sharing of 
power including the Khmer Rouge is a 
recipe for civil war, that all signals indicate 
the latter have not changed, and that "any 
solution must begin with the removal of the 
present Khmer Rouge leadership and the 
dismantling of their military apparatus," as 
Hun Sen has all along insisted. — 

Elahi’s own proposal, however, is as 








from reality as the posi- 
-Why bring in another for- 
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eign occupation force after one such army, 
who were doing an excellent job of keeping 
the Khmer Rouge at bay, are leaving as a re 
sult of international pressure? Why woulc 
Elahi's favoured Indonesians be any more 
legitimate? 

Of course, it would probably require 2 
large foreign force to carry Prince Norodom 
Sihanouk back to power in Phnom Penh, 


but the choice is not just between Sihanouk 


and the Khmer Rouge. Elahi seems never tc 
have heard that there is a government ir 
Phnom Penh, which of all the parties to the 
dispute is the only one expressing un 
equivocal opposition to the Khmer Rouge, 
and which is now willing to stand alone 
against them if necessary. > 

Pulau Pinang, Malaysia —— . 
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Why Singaporeans leave 

Prime Minister Lee Kuan Yew is concernec 
about the number of Singaporeans who an 
emigrating [The balancing act, 7 Sept.]. Ti 
arrest the rate of emigration, Lee could tak 
one of two steps: deny Singaporeans a 
English-language technical education si 
they become less desirable for Westen 
countries; change the name of the Natione 
University of Singapore to the Cambridg 
University of Singapore and expand the ro 
dramatically so all Singaporeans can coun 
in their alumni club such luminaries as th 
prime minister, the heir-apparent, the chie 
justice, etc. 

But let me suggest a profile of the em 
grating Singaporean: he is not a double-fir: 
Cambridge-educated scholar; he does nc 
have a consistently excellent academic x 
cord, from primary six through to tertiar 
education; he does not speak Mandarin; h 
is not an officer in the reservist army; hi 
spouse is a non-graduate or a foreigner; h 
had more than two children before 1984 c 
fewer than four after 1986; he loses face if h 
stays in Singapore for being second-be: 
when compared to the Lees next door. 

.. The prime minister, not the supposed a 
tractions of the West, is primarily to blam 
for the Singaporean diaspora. 

Auckland EX-SINGAPOREAN CHINES 


The Burmese military regime changed th 


. country's name to Myanmar, claiming thi 


the “new” name represents all the ethn 


- groups of Burma. Yet, they recently forbac 


Myanmar-Muslims to register themselve 
with that name when they renewed the 
identity cards. The authorities claimed th 
"Myanmar" represents "Burmese-Buddl 
ists" only. Why do they have double star 
ards? | 
Myanmar-Muslims were long ago a 
similated into Burmese" society, taking Bu 
mese names, speaking only Burmese an 
adopting local habits and customs. Actual 
apart from being Muslims and havir 
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The BAe 1000. Youve Got 
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The Fifst Intercontinental Mid-Size 
Twin Business Jet. The BAe 1000 is 
half the price of larger, less efficient 
business jets. You get big iron range at 
a mid-size price. The BAe 1000 will be 
ready for delivery by early 1991, at 
least two years ahead of anybody else. 
4000 Plus Statute Miles Is Business 
As Usual. No other mid-size can 
match the intercontinental range of 
the BAe 1000. Period. 

Two Pratt & Whitney PW305 Turho- 
fans: ANew Generation. 5,200 pounds 
of thrust makes the new PW305s the 
most powerful in their class. Thrust 
reversers are standard and the engines 
burn 20% less fuel than the competition. 


BRITISH AEROSPACE 
BAc1000.YOU'VE GOTA PLANE TO CATCH. 


Honeywell SPZ 8000 Digital Avi- 
onics: State Of The Art, Redefined. 
The most advanced avionics available 
today. So advanced, they'll still be 
State of the art years from now. 

The Cure For Cabin Fever. Almost 
three feet longer than the BAe 800, 
with an aft, pressurized baggage area 
that offers both internal and external 


access, it’s the largest cabin in produc- 


tion today in a mid-size. Eight passen- 
gers can fly the maximum range and 
still emerge on speaking terms. 
Custom Completion, As You Like It. 
We're as good at meeting your cabin 
design specifications as we are at 
designing and building the.planes they 


A PlaneTo Catch. 





go into. Either the Arkansas Modifica- 
tion Center in the USA, or Chester in 
the UK...or choose the custom com- 
pletion facility that suits you best. 


For more information on the BAe 100t 
or the BAe 800, write: Corporate 
Aircraft Sales Department, British 
Aerospace (Commercial Aircraft) 
Limited, Comet Way, Hatfield, Hert- 
fordshire, England, AL10 9TL, (07072) 
62345. In the USA: Kenneth C. 
Spinney, VP Marketing-Corporate, 
British Aerospace, Inc., PO. Box 17414 
Washington-Dulles International Air- 
port, Washington, D.C. 20041. Or cal! 
703-478-9420. 
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slightly different features, — 
thoroughly Myanmars. 
Anyway, the so-called pure blood Bur- 


mese-Buddhists are often of mixed blood — 


_ themselves. Shu Maung (Ne Win) and San 
Yu have Chinese blood. 

Yet the military regime accused Aung 
San Suu Kyi of having some Indian blood 
and made issue of her marriage to an Eng- 
lishman. 
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-Not ali that restless 

Sarah Leedy suggests in Young and restless 
[ARTS AND SOCIETY, 28 Sept.] that South 
Korea is experiencing an American-style 


generation gap. While I agree that the views - 


„She quotes exist, my 30 months’ experience 
with college students, particularly in provin- 
cial cities (where the other 75% live) con- 
vinces me that those views are not wide- 

spread. Further, many college students 

enjoy voicing these views in the same way a 
13-year-old marvels at the "ideas" he discov- 

ers in his first Playboy magazine. 

_ Many students still endure arranged 
marriages — even when they know it will 
not be a good match. And I’ve had students 
tell me they would not marry a foreigner 
simply because their parents would not like 
it. Filial piety is still an honoured tradition in 
this most Confucian of nations. Intimations 
iof a Korean generation gap are premature, 


except perhaps in the area of politics. 
Seoul TOM ELLIS 
Try it on foreign soil 


So Doris Lai has dared Asia Watch to submit 
to the jurisdiction of the Singapore courts, as 
nas been mentioned in Sidney Jones’ letter 
21 Sept.]. [have a suggestion for Lai — — why 
aot sue Asia Watch for contempt or libel in 
Hongkong (where the REVIEW is publish- 
ed) or in New York (where Asia Watch is 
»ased)? Or is she, and the Singapore Gov- 
ernment, not so confident of the outcome if 
his were to be done? Surely the coverage of 
one’s convictions can be tested other than 
sn one's home ground? I suggest Lai, and 
those behind her, think long and hard about 
his — as several thinking Singaporeans are 
dready doing. 

Can we now expect an embarrassed si- 
ence from Lai and her ilk or will they be 
aan (or woman) enough to test their indig- 
zation and resolve in foreign courts? 
üngapore DENISE GOH 
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he ECONOMIC MONITOR on Sri Lanka [5 Oct.] 
wated that the rupee had been adjusted in steps 
iom LIS$1:Rs 86 to Rs 40. It should have read 
wm USS$1:Rs 36 to R40. The same article also 
Él that tea prices on the London market had 
vached an m t-year instead of a three-year 
igh ze 
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: In the year since 
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- -private banks have expandec 
a networks, and nine foreign b. 









| ire opportunities, thot h intense 
. competition for deposits has spawned not 
only higher interest rates, but also cash 


prizes and lottery tickets for savers. On the 


bourse, prices and trading volume have 
soared as sharp-eyed foreign investors. 
snapped up available scrip. But the 





spectacular changes of the past year have | | : E 


triggered new fears. The reformers' zeal 
may have been overdone, putting at risk - 
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the integrity of the financial system. Jakai i | -T vele: 


<- bureau chief Michael Vatikiotis and 
correspondent Adam Schwarz look 
at the impact of the financial sector 
reforms ànd assess whether Sumarlin 
and the central bank can retain control 
of their creation. 3772 — | 


Cover istration by V Vincent Wai. | P. “po siti 
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Reluctant to Retire 
World Bank president Barber Conable is 
telling close friends he would like to serve 
a second term starting July 1991 to see 
through bank programmes he has started 
or upgraded since taking office in July 
1986, including lending policies, debt 
reduction and environmental projects. His 
predecessor Tom Clausen served only one 
term. By tradition, the World Bank * 
president is an American who is 
nomfinated by the US director on the 
bank's executive board and is endorsed by 
the board. After a drastic — and to some, 
e traumatic — reorganisation of the bank a 
few years ago, Conable has been gaining 
respect and support within the bank. But 
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one problem in gaining an extension may 
be that at 66, he already is one year past the 
bank's normal retirement age. 


Sharing the Debt 

Moves to bring Indonesia's largest cement 
company Indocement to the Jakarta Stock 
Exchange (JSE) are seen by brokers as a 

test case for the integrity of the region's 
fastest-growing market. Indocement, 
which produces almost half of Indonesia's 
cement, has lost money throughout most 
of the 1980s and is currently saddled with 
Rps 450 billion (US$252 million) in debt. 
The company wants to raise US$335 
million from its initial share issue, an 
amount equal to approximately 1076 of the 
JSE’s total capitalisation. Stdck exchange 
rules require private companies which 
have not made a profit over the previous 
two years to list shares on Jákarta's 
over-the-counter market instead of the 
main exchange. But Indocement, 3596 
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owned by the government, with lesser 
shares held by Liem Sioe Liong, Ibrahim 
Risjad and Sudwikatmono, is pushing 
for a listing on the main board and 

may have the political clout to bring it 
off. 


Improved Prospects 


The political rehabilitation of David 
Coombe, the former Australian Labor 
Party official and lobbyist who was 
cultivated in Canberra as a spy in 1983 by 
alleged KGB agent Valeriy Ivanov, seems 
to be complete. Ivanov was expelled and 
Coombe, after being cleared by a royal 
commission, was sent in 1985 to the 
relatively low-level posting of consul- 
general and senior trade commissioner ins 
Vancouver, Canada. However, Coombe | 
credited with raising Ris country’s trading 
stature in Canada and he now has been 
nominated for a senior posting with the 
Australian Commission in Hongkong, 
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Philippines : Marcos - | 

[he death of Marcos in Hawaii « causes a 
:ontroversy over whether his remains | 
should return home 42 


Jbituary : Marcos 
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South Korea: Banking LAM 
Seoul's regulators force bank ks èa rent! 
enjoying record earnings, to write off 
longstanding bad and doubtfi fu illo ; oans 
IMF—World Bank : Banking - 

Asian finance officials achieve k few 
objectives at the IMF-World m nki 
meeting in Washington 61 





Hongkong :Policies _ | 
China's corruption crackdown cav 
anxiety among mainland-related 
businesses in Hongkong 63. 


which he is expected to take up early next 
year. 


Sultan’s Sunday iiic 
The Sultan of Brunei 
3ir Hassanal Bolkiah 
and his family 
enjoyed a special 
shopping spree in 
„ondon recently 
*vhen the famous 
arrods store opened 
three floors on a 
sunday to the royal 

a party for their private 
“hopping. This highly unusual gesture 
wrovoked renewed speculation about the 
fature ofthe sultan’ s links with Harrods. 





The Sultan. 


S 






5 he s London-based ofnglomerate Lonrho, 
- hich mounted an unsuccessful bid for 
fne House of Fraser Jie that owns 





Malaysia : Companies p 
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the rival and successful bid by Egyptian 
businessman Mohamed Al-Fayed. 
Although Fayed has strenuously denied 
this, a leaked report from Britain's 
Department of Trade and Industry 
indicated it was "probable" that Fayed's 
ability to finance the House of Fraser 
purchase was "derived from his association 
with the sultan." 


Political Predictions 

Pakistan Prime Minister Benazir Bhutto's 
three-day visit to Bangladesh was partly 
prompted by her decision to meet again 
the holy man of Bogra, Pir Mujibur 
Rahman Chisti. The Muslim seer 
reportedly predicted her father Zulfikar Ah 
Bhutto’s death by hanging. He then, on 
meeting Bhutto in London five years ago, 
told her she would become Pakistan’s first 
female prime minister — a prediction she 
dismissed at the time. Bhutto took time out 
of her busy schedule in Dhaka to fly to 
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Bogra with her husband and pay her. 
respects and was understood to have 
discussed with the pir the political 
problems which currently are dogged her 


government. 


Lao Investment Inquries 
International shipper and financier Bruce 
Rappaport, well-known for his Inter 
Maritime Group's involvement in the 
Pertamina financial fiasco of 1975, appears 
to be focusing a lot of his time in the 
Indochina area. In addition to two projects 
he is pushing with his old friend Thai 
Prime Minister Chatichai Choonhavan, 
and so'far unannounced plans in Burma, 
Rappaport recently visited Vientiane to 
discuss investment plans with governfnent 
leaders. His introduction to Laos came, 
from a close adviser to Chatichai who was 
born in Laos and currently serves onthe e 
newly established Thai-Lao friendship 
committee. 
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The LDP makes a comeback in a by-election 





By Charles Smith in Tokyo 


he fortunes of Japan's ruling Lib- 

eral Democratic Party (LDP), under 

severe pressure since its defeat 

in the July upper-house election, 
seem to be turning up again following the 
party's comfortable victory in the 1 October 
by-election to an upper-house seat in rural 
Ibaraki prefecture. 

The government had been widely seen 
as having no more than an even chance of 
retaining the Ibaraki seat, which fell vacant 
in August with the death of a sitting LDP 
member. But the LDP candidate, 47-year-old 
Itsuo Nomura, came in a comfortable win- 
ner with 467,643 votes against 394,123 for 
Shizue Hosogane, a 69-year-old woman 
candidate backed by the Japan Socialist 
Party (JsP), and 52,642 votes cast for a com- 
munist candidate. 

The Lpp’s 51.9% share of the by-election 
poll contrasts with a 49.1% 
share, split between two LDP 
candidates, in the 23 July na- 
tional election for the upper 
house when two seats were up 
for election. 

But the impact on the LDP’s 
position at the national level 
may have been out of propor- 
tion to the rather marginal 
change in its support rate. With 
the Ibaraki campaign safely 
over, the party probably has a 
better chance than before of 
surviving a psychological battle 
with the four main opposition 
parties over the crucial issue of 
tax reform. 

Dislike of the LDP’s tax | 
policies has been a major unify- W= " 
ing force on the opposition side 
of Japanese politics since early 
1989, when the government put into force a 
highly unpopular 3% consumption tax de- 
signed to raise funds to cover increased wel- 
fare spending. The Ibaraki result suggests 
that, while the consumption tax is still un- 
popular, cracks are starting to show in the 
opposition front over other issues.  * 

The LDP’s success seems to have been 
due partly to the fact that two middle-of-the- 
road opposition groups, the Komei (Clean 
government) Party and the Democratic 
Socialist Party (DsP), declined to throw in 
their lot with the JsP, leaving their members 
free to vote as they wished. 
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The two parties control an estimated 
150,000 votes in Ibaraki, enough to swing 
support between the LDP and the JSP but 
not enough to elect a nonJSP opposition 
candidate. Abstention by these voters may 
have been a significant factor in the LDP’s 
win, especially as some trade union sup- 
porters of the JSP also apparently failed to 
vote. 

Coolness on the part of the Dsp and 
Komei towards the JsP is thought to have 
been a direct result of the Jsp’s failed attempt 
to modify its traditionally pacifist defence 
policy so as to appeal to middle-of-the-road 
supporters of the two smaller opposition 
parties. | 

In a highly publicised document known 
as the "Doi Vision" — named after JsP chair- 
woman Takako Doi — which appeared in 
September, the JSP undertook to retain 
Japan's Self-Defence Forces and the Japan- 
US Security Agreement. However, it in- 





Doi and Kaifu: increasing popularity. 


sisted on strict implementation of the three 
so-called non-nudear principles banning 
manufacture, storage or transit of nuclear 
weapons in Japanese territory. Under the 
Japan-US Security Agreement, the US pro- 
vides overall security for Japan, including a 
nuclear umbrella. 

Most commentators have seen this 
as an unworkable compromise between 
traditional jsp pacifism and the relative- 
ly hard-line defence policies advocated 
by the DsP and Komei. The Doi vision 
also seems to have served to advertise 
disunity within the JsP, rather than to give 
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s$ rising star 


the impression of a fresh start as intended. 

Doi's insistence on picking a woman a: 
the party's candidate in Ibaraki may have 
been another decision that backfired. Doi": 
“madonna” strategy payed dividends ir 
July by bringing out the female vote ir 
Tokyo and other big cities, but the choice o: 
a retired woman teacher as the party's can- 
didate in the by-election appears to have 
upset the local labour union federation, 
which declined to endorse the Js? candidate. 

Although the fumbling of policy issues 
by the jse undoubtedly helped the LDP tc 
win in Ibaraki, the result also suggests tha! 
the ruling party has repaired much of the 
damage caused by the July election fiasco. 
Half-hearted campaigning by forme 
prime minister Sousuke Uno was a strik 
ing feature the LDPs approach to the July 
upper-house election. 

By contrast, the party mounted a mam- 
moth effort in Ibaraki, including three 
visits to the prefecture dur- 
ing a two-week campaign 
by Prime Minister Toshiki 
Kaifu. Some commentators 
believe that voters felt they 
had “punished” the party 
enough in July national elec 
tion. 


ince early August 
when the 58-year-ol: 
Kaifu was installed as 
prime minister to reé 
place the scandal-tainted Unoé 
newspaper polls have indi 
cated a steady recovery in the 
government's popularity raf 
ings, with the latest poll (in the: 
Yomiuri newpaper giving 





than 40%. Kaifu's attempt t 
give his cabinet a fresh look b 










MPs as ministers may also have hel; 
ed. 

Another asset has been Kaifu's o 
image as a non-mainstream LDP leader, 
versed in what political commentators re 
to as "Nagatacho logic," a phrase referrir: 
to the power-broking and factionalism 
sociated Tokyo's political district. Unlike hë 
two immediate predecessors as prin: 
minister, Kaifu belongs to one of the LD 
weaker factions. His articulate speaki 
style — acquired as a prize-winning me 
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ber of Waseda University's debating club in 


the early 1950s — also seems to have helped 
win the backing of floating voters and disaf- 
fected former LDP supporters. 

Farm organisations in rural LDP strong- 
holds such as Ibaraki, where the local ag- 
ricultural federation remained neutral in the 
recent by-election, apparently have yet to be 
convinced that Kaifu is more favourable to 
farming interests than his two predecessors, 
whose farm import-liberalisation policy 
caused a massive loss of rural votes for the 
LDP at the July national election. 

However, recent polls suggest that the 
JSP is failing to fill the LDP’s shoes as the 
farmer's party of choice. This reflects the 
socialists' reluctance to come out explicitly in 
favour of food-import controls in an agricul- 
tural policy document drafted before the 
July election. 

The LDP success in the Ibaraki election 
means that the odds have now shortened on 
the ruling party keeping control over the 
lower house of parliament at general elec- 
tions — which are due by July 1990 at the 
latest but which, in practice, are likely to be 
held much earlier. 

Independent commentators, who were 
forecasting a devastating setback for the 
party in the weeks immediately following 
the upper-house poll, now feel it may win 
between 257 and 267 out of 512 lower-house 
seats. This, however, presupposes correct 
handling by the Kaifu cabinet of the tax-re- 
form issue, which is likely to dominate the 
current extraordinary session of parliament. 

Since losing the July election, the LDP has 
begun claiming that it is working on a "dras- 
tic" revision of the consumption tax. But the 
;party appears to be finding difficulty in re- 
sconciling differences between the many in- 
iterest groups affected by the redrafting pro- 
acess. This includes small businessmen who 
"would stand to lose from a proposal to 
&widen coverage of the tax to cover com- 
panies with annual sales of less than ¥30 
amillion (US$214,515) while exempting fresh- 
Mood purchases to make the tax more popu- 
Mar with consumers. 

.. LDP insiders say conflicts of interest may 
&mean that the party probably cannot hope to 
„do more than hint at ways in which the tax 
might be reformed prior to dissolving parlia- 
‘ment for an election some time before the 
middle of next year. 
, Recent public opinion polls suggest that 
i» majority of voters now want to revise the 
max — not to abolish it outright. But a bill to 
scrap the tax in the upper house of the par- 
ament, where the opposition holds a 
“majority, could still be extremely embarras- 
ing for the government, despite the fact the 
_government majority in the lower house 
*would automatically reject it. 
_ In order to avoid a showdown over the 
sax bill, LDP insidefs speculate that Kaifu 
ight opt for a surprise dissolution of parlia- 
rent, leading to a general election perhaps 
early as the middle of December. " 
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D rime Minister Lee Kuan Yew's five 
days in the witness box during his 

continuing libel action against the 
REVIEW — which included four days of what 
Lee called a "truculent" cross-examination 
by a noted London Qc defending the 
magazine — have received enormous atten- 
tion in Singapore, with the High Court's 
public gallery packed and the country's 
leading newspaper, The Straits Times, daily 
devoting up to three pages to detailed re- 
ports supplanting the death of Marcos as 
lead story on 29 September. 

Within the confines of the case, Lee has 
exposed his attitudes to the "people's revo- 
lution" in the Philippines in 1986, the impli- 
cations he saw for Singapore and the gov- 
emment's limits on social and political activi- 
ty by zeligious groups, and his belief that 
Singapore's younger leaders would be less 
tolerant of the foreign press than. his own 
generation. And the case has revealed much 
of the backroom activity concerning the con- 
troversial events of May-June 1987 — when 
Singapore’s Internal Security Department 
(ISD) arrested 16 young social workers, in- 
cluding eight Roman Catholic layworkers — 
around which the legal action turns. 

Lee claims that an article in the REVIEW on 
17 December 1987 defamed him, by 
suggesting he had been out to attack the 
church and was intolerant of religion, that 
he had tricked the head of the Roman 
Catholic Church in Singapore, Archbishop 
Gregory Yong, into endorsing the govern- 
ment's actions at a surprise press conference 
and that he had manipulated the Singapore 
media (REVIEW, 5 Oct.). 

The cross-examination was marked by 
clashes between Lee and defending lawyer 
Geoffrey Robertson, with Lee complaining 
several times about persistent questioning 
on matters which he believed answered. 
Justice L. P. Thean at one point told Lee it 
was the defence counsel's right to put his 
case to the witness, while at others ruled 
Robertson's line of questioning irrelevant. 
The judge admonished both Robertson and 
the public gallery when laughter broke out 
after Robertson said the government had 
talked of a guilty verdict as certain. 

The five days also appeared physically 
taxing for Lee,who suffered a nose-bleed on 
the first day, asked for leave to appear in 
“working” clothes (an open-necked shirt) 
and had visited the court two days before 
the hearing, to arrange tosit on a stool in the 
witness box to relieve his back pain. 
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Lee states his case 
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Even so, the prime minister sprang a sur- 
prise in court on 28 September, the second 
day of cross-examination, when minutes be- 
fore the court rose he produced what he said 
was an affidavit just received from the Vati- 
can envoy based in Bangkok. Read in court 


by Lee's counsel, John Previte, it said that ` oe 


on Lee’s request and in consultation with 
Archbishop Yong, the Vatican affirmed that 
the church did not feel under attack by the 
government. 

Robertson attacked Lee’s move as impro- 
per and a “publicity stunt,” arguing that the 
contents of the note were hearsay. Justice 
Thean ruled the alleged affidavit inadmissi- 
ble the next day, as the REVIEW had 
amended its defence anyway from affirming 
an "attack" on the church to "partial justifi- 
cation" that the article meant Lee had se- 
verely criticised the church. After Robertson 
pointed out Lee had distributed copies of 
the note to the media the previous night, 
Thean told Lee to consult his counsel in such 
cases. Lee said he had merely been helping 
the media get down accurately what had al- 
ready been read out in court. 

In another ruling, Justice Thean decided 
that under law governing parliamentary 
privilege, Lee could not be examined on a 
statement made in parliament on 27 May 
1988 that "it'sa messy business attacking the 
Catholic church." When Robertson raised 
this statement, Lee said he had beén speak- 
ing “loosely” in debate and did not refer to 

"my attacking the church" in statements to 
Archbishop Yong and his priests. 

Much of the evidence concerns a meet- 
ing at the prime minister's official residence, 
the Istana, on 2 June 1987 between Lee and 
Yong, along with other officials and church- 
men, to discuss repercussions of the 21 May 
arrests of the 16 young social workers, who 
were then held under the Internal Security 
Act (ISA) for alleged involvement in a "Mar- 
xist" plot. After the private meeting, Lee and 
Yong appeared together before waiting 
journalists, who included some of Singa- 
pore's most senior editors. Both sides of the 
present case have drawn on hithergo secret 
ISD notes of the meeting. 

According to the notes, Lee told Yong 

and his delegation that he did not regard the 
16 detainees with anxiety — “they were 
novices just starting to do mischief,” with 
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whom Lee had had to deal "in a way that 
would make it less likely for others to follow 
in their wake." Lee had been more con- 
cerned about the involvement of several 
priests, whom the archbishop had been 
warned about the previous year, though at 
that stage no allegation about any Marxist 
activity had been made against them. 

Lee had told the church delegation that 
"the problem was not going to be over even 
if the four priests were disgraced or de- 
frocked, because of the continuing influence 
from the Philippines." 

He claimed that his early political experi- 
ence had taught him how communists infil- 
trated civic organisations as they had "infil- 
trated" the now-ruling People's Action 
Party (though at the time the PAP had 
formed a united front with the com- 
munists). When the church today talked 
about such issues as love, peace and justice, 
he immediately recognised "the language of 
the united front." 

Lee repeatedly identified such language 
with Fr Edgar D'Souza, who had acted as 
the archbishop's press liaison officer, had 
been an editor of the Catholic News and 
spokesman for various church and affiliated 
organisations including its Justice and Peace 
Commission which was closed shortly after 
the 2 June meeting. He told the delegation 
that D'Souza was "a skilful united front 
operator who had 'got' the archbishop." Lee 
criticised Yong's equivocal stand several 
times during the meeting. 

X. Yong read out the church's press state- 
ment put out four days earlier, which said 
the church "must continue its mission of 








: in court, Lee Kean Yewr jond. several aids ag ns t hef - | : 
eign press in.general, the REVIEW and its editor-i chi ò 


spreading its teachings on matters pertain- 
ing to justice as they apply to social, eco- 
nomic and political issues.” It added that to 
the best of the church's knowledge, the 
Catholic detainees were "fully committed" 
to the church organisations they served. 
"We hope and pray that justice will be done 
and be seen to be done," it said. Lee com- 
mented that the Singapore Government 
was "dealing with a new phenomenon — 
do-gooders who wanted to help the poor 
and dispossessed, getting perverted along 
the way to Marxism," as in the Philippines. 


on a collision course, Lee told the 
meeting, and the church "could 
modify its position to avoid such a collision." 
He was not "a fascist, a repressor or a Mar- 
cos," being prepared to argue his position 
publicly, but that this would mean the church 
and the state would be seen to be at odds. 
He added that the government had full rights 
under the ISA “to arrest these four priests.” 
Lee also criticised a mass held by the 
archbishop and his priests and attended by 
2,900 people at which he said Yong had 
prayed for the 16 detainees, “thereby 
suggesting that the government is in the 
wrong.” (Under cross-examination, Lee was 
told that the mass had prayers for the de- 
tainees to have the courage to tell the truth. 
Prayers had also been said for the govern- 
ment, a point which Lee appeared to ignore, 
saying that he would not have objected had 
prayers been offered also for the authorities. 
"But that is precisely what happen 
Robertson pointed out to him. Lee's cd 
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tions to the mass were that it had cont 
buted to the rise of tension, particularly - 
families of the detainees had been invited 
address the congregation. He described tl 
statement signed by Yong and read out 
the mass as “equivocal, ambivalent ar 
open to misinterpretation.") 

While this meeting was taking place, ar 
unknown to the delegation, the then Va 
can envoy in Bangkok; Mgr Giovan 
D'Aniello, who had been privately invite 
by Lee, was waiting in another room. Li 
left the meeting with the delegation to s 
D'Aniello and told him that he was afra 
“we have a problem." Lee said the arc 
bishop was now "talking like Fr Edg 
D'Souza.” Lee said he hoped to win the Ve 
ican’s cooperation "so that he did not ha 
to monitor the church." The Singapore sit 
ation was the Vatican's problem. He wou! 
like the church to neutralise these element 
if it did not do so, then he would deal wit 
them in such a way “that others would ni 
follow." 

D'Aniello wished to consult Rome, ar 
Lee told him he could have a week. Othe 
wise, he would go on television to expo: 
the priests. "This would be messy,” Le 
said. Rejecting D'Aniello's suggestion th 
the priests be removed, Lee suggested th 
the Vatican "should clip their wings an 
find out their sources of inspiration.” F 
said the archbishop “was no longer credib 
and needed D’Aniello to bolster him.” Bi 
there would have been no need to invoh 
the envoy had the archbishop made a cle: 
statement (that the detentions were not c 
attack on the church). 
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D'Aniello said the Vatican would want 
Yong as head of the church in Singapore to 
make the statement, and Lee offered a room 
(assuring him that it was not "bugged") 
where the envoy and the archbishop could 
meet, after which he could tell Lee ^whether 
this matter could be settled by tomorrow." 
At some time, not later than 5:30 that after- 


noon, Lee was given a copy of an Agence 


France Presse (AFP) report about the meeting 
between Lee and the archbishop's delega- 
tion which had been faxed to Lee's press sec- 
retary, James Fu, from The Straits Times. Lee 
concluded that this news had been deliber- 
ately leaked by D’Souza to “put him on the 
spot,” or “to corner him.” 

Later, Lee joined the archbishop and 
D'Aniello, with the view that the AFP report 
had created a problem and that “we” should 
meet the press. Yong said he would issue a 
statement, but Lee countered that whoever 
had leaked the news had learned the 
techniques of the Western press and the 
story, if not checked, would “balloon.” 

Yong then said that he would tell the 
press he had been assured by Lee that the 
prime minister had nothing against the 
church. Lee rejected this on the grounds 
that it gave the impression that Yong was 
convinced only after he had met Lee, 
whereas Yong had stated he had been con- 
vinced by the evidence given to him at three 
meetings with senior officials earlier in May. 

He told Yong that he could not use 
he prime minister as an umbrella, but 
since he had a cape, “he should come 
Qut into the rain.” At this point Home 
Minister S. Jayakumar and Isp direct- 


repeated the image: "My. lord [D [Davies] v Wal just t giving n me an 










or Tjong Yik Min joined the meeting. 

Lee had told Yong several times — in the 
presence of his delegation as well as in front 
of D'Aniello — that he should meet the 
press, once using the word "eventually." It 
was at this point in the sessions, about 25 
minutes before a press conference took 
place, that Lee revealed the press were in 
fact waiting — and had been for two-and-a 
half hours. One of Lee's objections to the 
REVIEW'S original report was that Yong had 
later said he felt "cornered," which Lee al- 
leges implied he had tricked Yong into the 
press conference. 


fter more to-ing and fro-ing with the 
A archbishop reiterating his draft state- 

ment, Lee told him he should tell the 
press “that he was satisfied that the Singa- 
pore Government had nothing against the 
Catholic church when it detained 10 of the 
church workers among the 16 for possible 
involvement in clandestine activities.” A 
statement which the archbishop finally ag- 
reed to make was then typed out, using al- 
most exactly these words. 

Throughout his evidence Lee stated re- 
peatedly that for several years all major 
policy decisions had been taken by the 

"younger generation" of leaders adding that 
he played the role of goal-keeper. He regret- 
ted having to intervene in this affair but had 
been forced to do so because First Deputy 
Prime Minister Goh Chok Tong was away. 

On several occasions, he stated that if he 
had been in charge, he would have handled 
the matter differently — as when the Minis- 
try of SOmnentncaBene and Information 
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had announced the restriction of the 
REVIEW's local circulation (which had also 
been their decision) by repeating all the al- 
legedly libellous statements and describing 
them as defamatory — matters which, as 
Robertson pointed out, were to be decided 
by the court. 

Lee also stated he had no knowledge of 
the ISD chiefs meeting (on 5 June) with the 
vicar-general of the church at which Tjong 
said (according to another ISD note) that “the 
church’s equivocal stand had caused confu- 
sion in the Catholic community which could 
lead to a confrontation between church and 
state . . . [with] serious repercussions.” 
Tjong added that the church should stop the 
four priests from preaching or working. The 
four priests (including D'Souza who left for 
Australia on the same day) were duly sus- 
pended from these activities and resigned 
from their organisations. 

The prime minister emphasised in court 
that Yong knew he would be meeting the 
press at least 20 minutes before the news 
conference, and repeated that his intention 
on 2 June was not to attack the church or its 
leaders, but to avoid a looming church-state 
collision. In his action, Lee has also objected 
to the description of the 16 detainees as 

"scapegoats" in the REVIEW article. Towards 
the end of his cross-examination, Robertson 
put it to Lee that the real object of Operation 
Spectrum (under which the 16 had been de- 
tained) was "to rid the country of these tur- 
bulent priests." Lee replied that it was "ab- 
surd" to arrest 16 to get rid of four priests. 

The hearing continues, Robertson hav- 
ing odd the defence on 3 October. s 
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BRIEFING 


Chinese swimmer allowed to 
leave Hongkong for the US 

> China's champion swimmer Yang Yang, 
who has been embroiled in a legal and 
political wrangle with the Hongkong 
Government about seeking political 
asylum, was granted a visitor's visa by the 
US Government and flew to San Francisco 
on 3 October. The day before, Yang's 
lawyer had argued in court that Yang 
should be allowed to go to Taiwan, which 
had agreed to offer him political asylum. 
Yang was in Hongkong as a legal visitor 
from China but decided to seek political 
asylum after the 4 June massacre in Peking, 
daiming he had helped dissidents to flee 
from China and was a secret member of the 
New York-based China Alliance, a group 
branded by Peking as "reactionary." After 
failing to get any country to accept him, 
Yang declared his decision to seek political 
asylum at news conference. His permit to 
stay in Hongkong expired in August and he 
was arrested by the government on 23 
September for overstaying. Peking's 
Hongkong representative on 4 October said 
the Hongkong Government would have to 
shoulder any responsibility and 
consequence of the incident on bilateral 
relations. 


Taiwan and Liberia 
normalise relations 


> Taiwan and Liberia have agreed to 
normalise diplomatic relations. The heavily 
indebted African state already has 
diplomatic ties with mainland China. The 
Chinese Embassy in Monrovia warned the 
Liberian Government to reverse its 
"erroneous" decision or face unspecified 
"consequences." Liberia will receive 
technical assistagce in agriculture and 
fisheries; according to Foreign Ministry 
sources in Taipei, who declined to confirm 
reports from Monrovia that a US$200 
million credit for Liberia had been 

agreed. 


Thais claim Vietnamese 


troops caught in Cambodia 

> The Thai Foreign Ministry claimed on 2 
October that five Vietnamese soldiers 
wearing Cambodian army uniforms had 
been captured and were being held in 
Thailand. No details were given about the 
circumstances of their capture. Vietnam 
says that all of its troops were withdrawn 
from Cagibodia by 26 September, but the 
Khmer resistance and senior Thai military 
officers have accused Hanoi of keeping 
some military personnel behind, disguised 
as members of the Phnom Penh 
government armed forces. 
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Papua New Guinea timber 
corruption case settled 

P A former Papua New Guinea housing 
minister, Gerard Sigulogo, was found 
guilty of three of 10 misconduct charges 
relating to his dealings with Malaysian 
Overseas Investments Co. Ltd. Sigulogo 
was fined Kina 1,000 (US$1, 160) and will 
face four months’ jail if he does not pay. He 
was the first national politician to be 
convicted by the tribunal, which was set up 
following an earlier inquiry into the forestry 
industry. The tribunal said proceedings 
would begin against a number of other 
politicians. 


India continues with 
missile-testing programme 

> After two acknowledged 
postponements, the Indian Government on 
27 September announced a successful 
second test launch of its indigenously 
developed Prithvi surface-to-surface 
missile. The test was conducted at the 
Sriharikota launch centre in Andhra | 
Pradesh, with the missile fired towards the 
Bay of Bengal, nearly 250 km away. The 
Prithvi was first test-fired more than 18 
months ago. India launched its first Agni 
intermediate-range missile in May. 





South Korea to restrict 

role of security agency 

> South Korea's ruling Democratic Justice 
Party (DJP) has agreed to curb the political 
surveillance of the controversial Agency for 
National Security Planning (NSP). In an 
agreement with chief policymakers of three 
opposition parties, the DJP said it would 
cooperate in revising the special law 
governing the agency so as to limit its 
investigation activities only to crimes related 
to sedition and subversion invelving North 
Korea. The NsP has been accused of abusing 
the law to suppress opposition activities. 
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Referendum proposed on any 
Philippine bases agreement 


> Philippine House 
of Representatives 
speaker Ramon Mitra 
has proposed a 
national referendum 
on any new 
agreement reached 
between Manila and 
US negotiators over 
the leasing of Clark 
and Subic Bay bases. 
Under the 
constitution, the 23-member senate alone 
is charged with the task of ratification, 
but Mitra's proposal would force the 
upper house to listen to public opinion. 
There are indications that the required 
two-thirds majority is opposed to a new 
treaty after the current lease expires in 
1991. l | 





Mitra. 


Rioting erupts in Indian 


State over language law 


P> A bill tabled on 28 September to make 
Urdu an official language of Uttar Pradesh, 
India’s most populous state with 115 million 
people, has ignited communal rioting 

in several districts, with at least eight 
people killed. Urdu is spoken by most of 
India’s 20% Muslim minority, and the 
Congress Party, which rules both the 
national and the Uttar Pradesh state 
governments, must win most Muslim vote: 
to retain power in national elections to be 
held soon. 


Jeyaretnam files libel suit 

in London against Singapore 

> Former Singapore opposition MP, J. B. 
Jeyaretnam has started libel proceedings in 
London against the Singapore Governmen: 
its High Commissioner in London Abdul 
Aziz Mahmud and the Straits Times 
newspaper. He is seeking exemplary 
damages from the government and the 
high commissioner and aggravated 
damages from the Singapore newspaper fc 
alleged libel published in advertisements b 
the government in British newspapers on 
24 July and Singapore newspapers on 24 
and 26 August. The subject of the publisher 
matter was Jeyaretnam’s conviction on 
alleged irregularities in his party's finances 
his subsequent disqualification from 
parliament, and disbarment as a lawyer. H 
was later reinstated as a lawyer by the Priv 
Council, which held he had been a victim 
of “grievous injustice.” He has asked the 
government to waive the high 
commissioner's diplomatic immunity for 
the libel proceedings. 
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antre of chemical and 
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i development facilities at the 

















forefront of technology. 
Teesside - where Government 


E financial assistance is the 

[ highest in Britain, where 

-mB additional aid can be provided 
E f by Teesside Development 
M M Corporation, where substantial 
© € European Community funds 
WE are being made available for 


renewal projects. 


BE NS . Teesside - with superb 


countryside and coastline, 


| with a wide choice of attractive 
. low-cost housing, with a 
. civilised lifestyle that beats 
M the big cities. 
§ Teesside - where companies 


from Japan, Korea, the USA, 
Germany Denmark, Holland, 


| | Norway and Hong Kong have 
g established manufacturing 

g and distribution operations. 
BM To find out more contact: 

M Kris Schnack, Northern 


Development Company, 


| 2803 Admiralty Cenfre, 






^... Where you have > | 
f initiative, talent and ability, B. Tower L, 18 Harcourt Road, 
| the money follows..: | Hong Kong. Tel: 5 8654011. 
n the Rt Hon Margaret Thatcher, Prime Minister, | | Fax: 5 861 3420. 






etrochemicals production, 
shore oil technology, iron 
ad steel manufacture, metals 







evelopment, and engineering 
2sign and construction; a 
ajor focus of food and drinks 
xvelopment and of the 

othing industry. 


Teesside, 16 September 1987 


Duncan Hall, Chief Executive, 
Teesside Development 


| Corporation, Tees House, 


Riverside Park, Middlesbrough, 
Cleveland, TS2 1RE UK. 
Tel: 642 230636. 
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If your company has computers, you already 
have plenty of data. Sales data, financial 
data, market data. Ironically, what you may 
not be getting is useful information. 


That’s the whole reason for OfficeVision™, a 
new software product from IBM. OfficeVision 
combines powerful tools in a way that links 
IBM systems together and helps you extract 
meaningful information wherever the data is 
hidden — in a personal computer next door or 
a large system several floors away. 


With its easy-to-use, intuitive, graphical 
interface, OfficeVision can help you find data 
wherever it is and manipulate it the way you 
want. Then you can test your ideas and make 
informed decisions — combining text, graphics 
and images to get your ideas across. 


ow much does it cost to get out of the data 
maze? A lot less than you might expect. 
OfficeVision comes in different sizes, so you 
only pay for what you need. And that means 
you can take the shortcut without paying the 
toll. 


We're in the results business 


tier Visit iv x trademark of HEM Corporation. 
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CHINA 1 


RS 


Party meetings will set back clock on reform 


By Robert Delfs in Peking 


fter an uneasy 40th anniversary Na- 

tional Day celebration, China’s new 

leaders are preparing for crucial meet- 

ings of the Chinese Communist Party (CCP). 

The meetings are expected to confirm the 

leadership’s renewed emphasis on tradi- 

tional Leninist political orthodoxy, which 

-has taken shape since June, when the gov- 

sernment cracked down on the student-led 
ademocracy movement. 

The meetings include the 5th central 
committee plenum, now slated for late Oc- 
ober or early November, and a work confer- 
ience to be held prior to the plenum that will 
evaluate the past 10 years of reform and the 
ieconomic-retrenchment policies instituted 
an 1988. 

These meetings will determine just how 
imuch of the post-1978 reform programme, 
initiated by paramount leader Deng, Xiao- 
ing, and the liberal policies once advocated 
oy recently disgraced former CCP general 
secretary Zhao Ziyang will survive into the 
“ext decade. 

Although the general policies of reform 
and opening to the outside world will not be 
“ejected outright, both of these concepts are 
andergoing extensive redefinition. The re- 
sult is likely to be a further scaling back of the 
scope of economic and political reforms and 
"ignificant changes in the nature of China's 
international relations. 

The meetings could prove as decisive a 
aiming point for China's political direction 
$ the 1978 work conference and plenum, 
*hich marked a decisive stage in Deng's 
&cendency over then party chief Hua 
suofeng and remnants of Cultural Revolu- 

ion leftist forces. 
. The latest signals of China's new policy 
lrections came in a long 1 October National 
Say speech by party General Secretary Jiang 
-emin and in a shorter address by Premier 
a Peng. The broad contents and much de- 
ml of both speeches — which in places 
“peared identical — represent the new 
sadership's collective position rather than 
^y individual leader's views. However, 
aany of the points contained in the two 
beeches appeared earlier in press commen- 
sies and speeches delivered by individual 
aders. 

While it is difficult to assess which of the 
¿ore radical departures from the policies 
ad practice of the past few years will be en- 
arsed by the party leadership in the com- 
ig weeks, the picture is becoming clearer. 
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sgether, Jiang and Li have put forward 
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Retreat to orthodoxy 


what is by far the most ideologically conser- 
vative general statement of national policy to 
appear in China for more than a decade. 

The selection of Jiang to replace Zhao as 
party leader in June was widely presumed 
to be an attempt by Deng to establish a coun- 
terweight to the rising influence of Li and 
Vice-Premier Yao Yilin — both protégés ot 
conservative elder leader Chen Yun — in 
the hope of salvaging the core of his eco- 
nomic reforms. 

So far, it appears that Jiang has been only 
partly successful in balancing the leftward 


On other pages 





shift of the party leadership's centre since 
the ousting of Zhao. Jiang and Li's speeches 
signal an almost unqualified political victory 
by Li and his conservative elder supporters 
in their efforts to contain the scope of reform 
and to reinstitute the traditional Marxist po- 
litical values of the 1950s. 

The most striking new elements in this 
formulation include: 
> Revival of the doctrines of working-class 
leadership and the worker-peasant alliance. 
» Establishing a distinction between "two 
kinds of reform and opening” as a prelude 
to scaling back reform and opening policies 
of the past decade. 
> Renewed assertions of the absolute 
superiority of socialism and the CC*'s ulti- 
mate infallibility. 
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Jiang and Li: collective position goes back a decade. | 





> Depicting an international environment 
in which China is besieged by hostile reac- 
tionary forces seeking to overthrow the 
communist party and socialism, and make 
China into a dependency of imperialism. 

Of these, the new differentiation of two 
kinds of reforms poses an immediate threat 
to Zhao-style liberal political and economic 
policies. The first kind of reforms, Jiang said, 
are those which uphold the primacy of 
socialist orthodoxy, the people's democratic 
dictatorship, Marxism-Leninism-Mao Ze- 
dong thought and leadership of the 
party. 
The second kind are reforms and open- 
ing which promote "bourgeois liberalisa- 
tion" and "comprehensive Westernisation." 
Their basic nature is to make China part of 
the Western capitalist system. "We must 
draw a clear-cut distinction of the limits" be- 
tween these two kinds of reform," Jiang 
said. 

However, Jiang affirmed that alternate 
economic forms, including private owner- 
ship, would be allowed to continue to deve- 
lop under the premise that state ownership 
would remain dominant. He also conceded 
that a measure of market regulation plays an 
important role in economic development 
and raising living standards, and that the 
past system of over-centralised state plan- 
ning must be reformed. 

But Jiang warned that no attempt to im- 
plement a market economy that weakened 
or negated the planned economy would be 
allowed. He also noted that while too much 
"egalitarianism" in personal incomes re- 
mained within the state-owned sector and 
among bureaucrats and officially employed 
intellectuals, he assailed the gap in income 
between these groups and private-sector 
operators and employees, and called for 
taxes to regulate excessively large private in- 
comes. 

A large portion of Jiang’s speech was de- 
voted to a defence of socialism and the legiti- 
macy of party rule. Lookirfg back over 40 
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years, Jiang said "any views which cast 
doubts on or negate the brilliant achieve- 
ments of the Chinese people under the 
socialist system are baseless, mistaken and 
damaging." In present-day China, he said, 
"patriotism and socialism are essentially 
unified. 

"If we do not uphold socialism in the fu- 
ture but instead, as some people advocate, 
turn back to the capitalist road, using the 
blood and sweat of our working people to 
cultivate and fatten a new capitalist class . . 
it will only result in the majority of people 
once again being reduced to extreme pov- 
erty,” Jiang said. "Such a capitalism could be 
only the old-style compradore capitalism, 
implying that every race in China would 
once again sink to becoming the twin slaves 
of foreign capital and a domestic exploiting 
class." 


The fixation on "hostile" foreign forces 
may prove the most significant of the recent 
changes in the leadership's attitude. In a 
speech on 10 June, Deng euphemistically lo- 
cated the ultimate causes of the May-June 
disturbances in the “international macrocli- 
mate and domestic microclimate.” 

Officially there has been no change in 
China’s foreign policy. But sustained inter- 
national criticism and continued sanctions 
— both symbolic and real — have contri- 
buted to Peking’s a of foreign pow- 
ers. 

These suspicions have intensified with 
the establishment of exile opposition 
groups in Europe and North America — 
despite strongly worded threats from 
Peking that allowing such activities would 
result in damage to diplomatic relations with 
China. 





CHINA 2 


Yang Shangkun set to promote his protégés | 





By Tai Ming Cheungi in | Hongkong - 


hangesi in China's military leadership 

are expected to take place in the next 

few weeks, which could strengthen 
the position of President Yang Shangkun in 
his bid to become the country's next 
paramount leader. Currently Yang is also 
the vice-chairman of the Central Military 
Commission (CMC), the top policymaking 
body on military affairs headed by Deng 
Xiaoping. 

According to diplomatic sources, the 
changes, which have yet to be endorsed by 
the Chinese Communist Party (CCP) elders, 
would see Yang’s protégés assume two key 
positions in the high command. Yang Bai- 
bing, director of the People's Liberation 
Army's (PLA) General Political Department 
(GPD) and Yang’s younger brother, is tipped 
to become CMC general secretary, one of 
Yang's present portfolios. Chi Haotian, cur- 
rently the chief of the general staff (CGS), is to 
moved laterally to become the head of the 
- GPD. Xu Xin, now one of Chi's deputies, is to 
be promoted to CGS. 

If Yang is successful in getting these 
changes approved — and there is considera- 
ble opposition to overcome — these will be 
announced after the forthcoming central 
committee plenum, expected later* this 
month. s 

Earlièr this summer, Yang is believed to 
have tried unsuccessfully for the first vice- 
chairmanship of the CMC vacated by the dis- 
graced party chief Zhao Ziyang. For the time 
being, Yang has apparently settled for his 
existing position. Probably this is a com- 
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promise to allay mounting unease among 
leaders that Yang is becoming increasingly 
powerful. But if the appointments of his 
younger brother and Xu do go through, 
then it is a clear signal that Yang has gained 
a crucial upper hand in the manoeuvr- 
ings to succeed Deng as the paramount 
leader. 

With his younger brother as the CMC 
general secretary to oversee the military 
stronghold, Yang will be able to concentrate 
on broadening his power base beyond the 
military. Yang needs to be seen to be more 
involved in managing other areas of the 





vangt Baibing: all inthe family. 
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“International reactionary forces ha 
never abandoned. their basic approach 
hostility and subversion towards the s 
cialist system," Jiang said in his speec 
" After the failure of armed intervention 
the 1950s, their strategy shifted to "peacef 


evolution . . ." taking advantage of the o 
portunity offered by the temporary diffict 
ties experienced by socialist countries ar 
their attempts at reforms in order to inl 
trate, exert influence, offer support ar 
bribe so-called “dissidents.” | 

Jiang said the struggle between "infilt 
tion and counter-infiltration, subversic 
and counter-subversion, peaceful evolutic 
and counter-peaceful evolution, will be 
protracted one," and he called on all par 
members and the people of the entire cou 
try to maintain a high level of vigilan 
against the danger. 


policy process if he is to follow in Deng 
shoes. 

Although he is portrayed as a conserv 
tive military strongman, and responsible f 
the June crackdown, some analysts say tt 
this view may be exaggerated. His ec 
nomic thinking, they say, indicates at lec 
that he is more in the Dengist pragma’ 
mould, and he has supported various refc 
mist policies, such as the development 
special economic zones. Yang certainly h 
been a loyal supporter of Deng througho 
the past decade's reforms. 

The planned appointments would rep: 
sent a significant defeat for the more mode 
ate elements within the party and the mi 
tary. They have pushed hard to have mo 
moderate military commanders assume tl 
CMC general secretaryship, candidates í 
which have included Defence Minister Q 
Jiwei, a close Deng loyalist. Yang and Q 
were rumoured to have fallen out in Augu 
over the CMC succession issue. 

If the shuffle were to be rejected, hor 
ever, it would be a setback to Yang's pt 


$ stige, and indicates the force of oppositis 


to his plans. Besides the gains for Yan; 
power base, the promotions would also 1 
flect rewards for Yang Baibing and Xu f 
the major roles they played in the PL: 
crackdown on the pro-democracy mox 
ment in June. As chief CCP representative 
the army, Yang Baibing’s crucial task was 
ensure the PLA'sloyalty, which held up we 
Xu helped to run the ne side of tl 
army's actions. 

There is, however, no room as yet for O 
General Secretary Jiang Zemin in the CM 
even though he is being portrayed, in pub 
at least, as the heir-apparent to Deng. Af 
becoming premier, it took Zhao seven loi 





years to acquire a seat on the CMC. Becau 


of Deng's advanced age, Jiang must be ir 
hurry to consolidate his power. But it wou 


. be extremely unlikely that Jiang would s 
 curea position in the CMC in the next cour 


of years. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you - to be part of your 
life — simply because this - 
is the way we've always - 
made watches. _ E. 
And if we may draw a con- - 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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Service Centre: FAIRFIELD ENTERPRISES LTD. Room 809, Wing On Plaza, Mody Road. 
Isimshatsui East. Kowloon. Authorized Retailers: HONG KONG, BASEL WATCH CO, LTD, 

33, Queen's Road, Central — CHOW TAI FOOK JEWELLERY COLTO, 29. Queers Road, Central 
and 44-46, Queens Road, Central - ELDORADO WATCH CO, LTD, 60, Queens Road. Central - 
SHUIL HWA WATCH CO, LTD, 50, Des Voeux Road, Central ~ KING POOK GOLD & JEWELLERY CO, LTD, 
30-32, Des Voeux Road, Central — 88, Queensway. The Pacific Place, Central — 

1 Yee Woo Street. Causeway Bay KOWLOON, CHINESE ARTS & CRAETS (H.KOLTD, 30, Canton@®oad ~ 
EMPEROR WATCH & JEWELLERY CO, LTD, 81, Nathan Road, Ground Floor - 

e KING FOOK GOLD & JEWELLERY (KLN) CO, UTD, 18-180: Nathan Rood — * 
ZURICH WATCH CO. LTD, GIS Hyatt Regency Shopping Arcade, Nathan Road ~ 
ZURIEH WATCH CO, LTD, 91-93 Nathan Road. SINGAPORE: PATEK PHILIPPE DISPLAY AND SERVICE 
CENTRE, The Regent Singapore, # OLOS 1, Cuscaden Road, Singapore KEA, Tei. 7321506. * 
MALAYSIA (WEST): C. MELCHERS AND CO SEA. Agency, No Tnd Floor), 
Jalan 13/6 Bangunan Scientex. 46200 Petaling Jaya: Selangor, Malaysia, Tel. 7555566. 
JAKARTA: GM. Store Gajab Mada Plaza Shopping Arcade, ist Floor, 
?9 Jalan Gajah Mada, Jakarta, indonesia, Tal, 345154. 
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HONGKONG 


Basic Law overshadowed by emigration speculation 


No news is good news 


he British Government has almost 
finalised its nationality package for 
Hongkong, but it is understood to be 
so inadequate to the colony’s needs that its 
release is expected to stir up local resent- 
ment. Thus, the package will not be made 
public until after the 8 November visit 
of the Prince and Princess of Wales, so 
as to avoid embarrassing the royal couple 
and to lower Hongkong people’s expecta- 
tions, according to a source close to the For- 
eign Office. | 
It is understood the British Government 


is still trving to sort out whether those 


deemed key people in keeping Hongkong 
stable would be given full British citizenship 
unconditionally or whether a points system 
will be devised to decide who will qualify. 
The source warned that if the latter system 
was adopted, it could create chaos and con- 
fusion. 

While refusing to disclose the number 
proposed by the Foreign Office, the source 
said that Prime Minister Margaret Thatcher 
had only agreed to half of the figure they 
had recommended. Thatcher's attitude was 
understood to have been coloured by her 
annoyance with the Foreign Office, which 
she blames for mishandling Hongkong’s 
handover to China in 1997. 

The Hongkong Commissioner in Lon- 
don John Yaxley told reporters that if the 
British Government proposed to offer the 
right of abode in Britain to only 100,000 
Hongkong people, as has been reported, 
that would be ‘totally inadequate and an 
insult to Hongkong. He accepted that it 
was politically impossible for Britain to 
offer the right of abode to over 3 million 
people but said London should offer it 
to at least 500,000 people. Yaxley predicted 
the British Government would announce 
the package after the second week of Nov- 
ember. 

Since the 4 June massacre in Peking, 
emigration has been the hottest and almost 
the only topic in town. Very few people 
bother to discuss the draft Basic Law, which 
will serve as a mini-constitution for Hong- 
kong after 1997. In order to stir up inter- 

est in the Basic Law and to counter the politi- 
cal model proposed by the policymaking 
Executite Council (Exco) and the Legisla- 
tive Council (Legco), some local business- 
men have proposed a bicameral system for 
the future legislature, in which only one- 
quarter of the legislature would be elected 
by universal suffrage. Some local observers 
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believe the initiative for the 
proposal came from Peking. 
The model was advanced by 
the New Hongkong Alliance - 
led by former Exco and. 
Legco member T. S. Lo. i 
Following the emergene P 
of the pro-democracy jas v 
ment in China and- 
suppression, and. the den 
onstration — over. events 
on the mainland: by mo 
than 1 million people 























A drive for consensus on the third model 
was spearheaded by businessman and poli 
tical activist Vincent Lo. Interestingly, Lo is 
one of a number of local people that Peking 
has been cultivating to follow in the 
footsteps of businessmen like Henry Fok, 
Sir Y. K. Pao, Li Ka-shing and Cheng Yu- 
tung, as fund managers to invest abroad 
and to help prop up the 
Hongkong economy. Lo is 
-3 considered to be close to 
'$ China. Thus his bid fora con- 
sensus to counter the New 
Hongkong Alliance model 
could tum out to be a master- 
stroke to gain respectability 
and local support and also to 
dilute his pro-Peking image. 

The pro-democracy lob- 
by, which had embraced 
the British House of Com- 
mons Foreign Affairs Com- 


Hongkong i in May and June, - j mittee's suggestion that 50% 
Exco and Legco members - of Legco should be directly 
proposed that at least half of E : WEE elected in 1991 and the entire 
Legco should be. di T. S. Lo: election model. council be directly elected in: 





elected in 1997 and that de E 
entire council be directly elected in 2003. 
To counter the New Hongkong Alliance 
posal, other political groups tried to 
agree on a third model, under which i in 1997 
40% of Legco would be elected by uni 
suffrage, 40% by functional or occupational 
constituencies and 20% selected by a grand 
electoral college. These groups regarded 
the Exco-Legco model as “tainted” because 
it had been Sher ae by colonial institu- 
tions. 








1997, has thrown its weight 
behind the Lo compromise. So have the so~ 
called moderates, some of whom are proba- 
bly Peking sympathisers. 

However, the community at large still 
seems uninterested in the politicians’ 
machinations. This is because many Hong-: 
kong people believe that Hongkong'si 
political future is solely dependent om 
developments in China. Seen in that light. 
they think local politics can achieve precious: 
little. m 











By! Emily Lau in Macau 


s many as 2,500 public servants in 

A ves or 27% of the 9,000-strong 

civil service, could be given the op- 

tion to work in Portugal's civil service when 

the Portuguese enclave reverts to Chinese 
rule in 1999, 

Macau Secretary for Administration and 

Justice Magalhaes e Silva said the civil ser- 





. vants would not be asked to make a choice 


until 1993-94, when the Macau Basic Law is 
due to be promulgated by the Chinese Gov- 
ernment. The Basic Law will serve as a mini- 
constitution for the future Macau Special 
Administrative Region (SAR). 

Silva said a report on integration into Por- 
tugal's civil service is being studied by au- 
thorities in Lisbon and Macau, and a deci- 
sion will be taken on the subject in early 
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1990. All civil servants who qualify would be. 
asked to register so the government can ge. 
a clear idea how many would be eligible fox 
the programme. He estimates the numbe*: 
to be between 1,500 and 2,500. | 
In order to quality, he said, civil servant: 
would have to be Portuguese citizens with | 
permanent link to the government, that is 
they would have to be either on permanen 
staff or should have served out a number c 
contracts. He said it has not yet been 
cided whether those who opt for the prc 
posed programme would have to go ine 
mediately to Portugal in 1999 or wheth 
they would be given the option of doing s 
later if they found working for the Maca | 
SAR untenable. 7 
About 85% of Macau's civil service ax 
local recruits. Among the 700 in the profe: 
sional grades, half come from Lisbon, as dé 





















12 OCTOBER 198. 











AES : E Aaoi dwide network of offices 


7 E Leadership in trade finance, foreign M 
exchange and international corporate | JN 
finance — "idee d 


| e » State-of-the-art technology i in funds ^ | 
transfer and documentary credit products 






oe » Market leadership i in securities 
rocessing. and / DR services — 


cour 3 E 








Fo The combined bank will continu 
Fd cor ami DD to quality products and 

E 9x services, as well orale pe A mn 
E E yore e come to o know and: trust. m 









989 The Bankof NewYork MemberFDIC = 








REGIONAL AFFAIRS 





about 60% of the 130 senior — offi- 
cials. Most of the other civil servants are 
Macanese — people of mixed Portuguese 
and Chinese descent. 

Silva said the aim of the proposed pro- 
gramme is to protect the rights of civil ser- 
vants, but at the same time, he said, the Por- 
tuguese authorities have to fulfil their obliga- 
tions under the 1987 Sino-Portuguese joint 
declaration, under which Macau will revert 
to Chinese rule. In the 1987 accord, the Por- 
tuguese Government promised to provide 
a stable administration in the transition 
period. Hence the integration programme 
must not disrupt the situation in Macau in 
the run-up to 1999. 

However, Silva said integration was en- 
tirely a Portuguese matter, hence Lisbon 
would inform but not consult Peking on the 
matter. He said the proposed programme 
found precedent in his country's with- 
drawal from other Portuguese-ruled ter- 
ritories, such as Angola and Mozambique. 


ortugal's treatment of its citizens and 
civil servants in Macau is in sharp 
contrast with the British. Govern- 
ment's treatment of Hongkong British na- 
tionals, who will be handed over to Peking 
along with the rest of the colony in 1997. Un- 
like the Portuguese Government, which in- 
sisted that its more than 100,000 Portuguese 
nationals in Macau be allowed to maintain 
their Portuguese citizenship after 1999, the 
British Government has decided to termi- 
nate the second-class British national status 
of 3.2 million Hongkong people in 1997. 

As for Hongkong's 180,000-strong civil 
service, the British have only given vague 
verbal assurances to several thousand senior 
government officials and policemen that 
they will have the option of living in Britain 
if their situation becomes untenable in the 
Hongkong SAR after 1997. 

Following the 4 June massacre in Peking, 
which dealt a severe blow to confidence in 
Hongkong, the British Government grudg- 
ingly accepted that some key people should 
be given full British nationality, with the 
right of abode in Britain, in order to provide 
them with a safety net should things go sour 
in Hongkong after 1997. Without such a net, 
these people might feel it necessary to seek 
to emigrate elsewhere to secure the future of 
their families. 

Directly. related to Macau's integration 
programme is the localisation of the civil ser- 
vice, which is proceeding at a painstakingly 
slow pace. Several members of the enclave's 
Legislative Assembly are pessimistic about 
the outlook and predict that localisation will 
only be realised after the Chinese takeover. 

Silva admitted localisation has been “dif- 
ficult,” but maintained it could be achieved 
by 1999. He said local people are being 
trained in Portugal and at the East Asia Uni- 

wersity in Macau, and the Macau authorities 
would announce a new strategy for localisa- 
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Ground prepared for an early general election 


Signs and 
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By Suhaini Aznam in Kuala Lumpur 


———— ECRIRE 


olitical and economic indicators 

suggest that Malaysia' S ruling Na- 

tional Front coalition is preparing the 
ground for a general election well before the 
scheduled date of August 1991. A call by the 
dominant United Malays National Organi- 
sation (Umno) general secretary Datuk 
Mohamed Rahmat in early September for 
the party's grassroot infrastructure to 
mobilise and prepare for an imminent elec- 
tion provided one signal. 

Since then, Prime Minister Datuk Seri 
Mahathir Mohamad and his deputy, Abdul 
Ghafar Baba, have warned Umno mid- 
level leaders several times to prepare 
for an election, fuelling intense debate 
over the merits of a November poll against 
February 1990, when the schools close for a 
week. Schools are normally used as polling 
centres, and other factors such as the state 
of the economy, the optimum moment 
at which to announce the successor to the 
controversial New Economic Policy and 
end-of-year monsoons have also been de- 
ploved as arguments for or against an early 
elections. 

This election — whenever it is held — 
will be different. After seven general elec- 
tions in 32 years of independence, 
Malaysia's ruling coalition faces, for the first 
time, an opposition alliance that is offering 
itself as an alternative government and not 
just as an opposition voice. - 

The loose alliance that has put Maha- 
thir's National Front on the defensive is led 
by former finance minister Tunku Razaleigh 
Hamzah. In 1987, Razaleigh challenged Ma- 
hathir for the leadership of Umno and lost it 


ortenís 


by a close 718 to 761 party vote. Since tł 
their rivalry has been intense. 

Even though Mahathir has since cons 
dated his position, largely through dere; 
tering Umno and reconstituting it as : 
new Umno, or Umno (Baru), he must s 
face Razaleigh on the larger national sta; 
However, at a personal level, Mahathir ! 
gone a long way towards recovering fror 
multiple coronary by-pass operation in Js 
uary, even though he may not be as stro 
as he was during the 1986 campaigns. Pol 
cally, he has few problems with the 11 ott 
components in the ruling National Fro 
save for skirmishes in the Malaysian Indi 
Congress (MIC) and the usual fractio: 
ethnic rivalries in Sabah and Sarawak. 

In addition, the economy is perfor 
ing well, if somewhat below previ 
peaks, while Mahathir's role in a series of 
ternational and regional high-profile evei 
have enhanced his image as a statesmz 
Malaysia hosted, and performed well in, t 
South East Asia Games during August: N 
hathir then led his government's delegati 
to the Non-Aligned Movement summit 
Belgrade, while at the end of this month 
will take centre stage during the Comm 
wealth Heads of Government Meeting 
Kuala Lumpur. 

With these advantages, it is almost 
conceivable that any party or alliance c 
overthrow a coalition which has ruled sir 
independence in 1957. However, Ra: 
leigh’s group will at least make a de 
in Mahathir's 135-seat strength in pari 
ment, and even hopes to take over one 
two states in the predominantly Malay e. 
coast. Currently Razaleigh and his all 
hold 13 independent seats. 





tion early next year, B  Ghafarand Razaleigh: in intenes rivalry. 
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Angkatan Perpaduan Ummah (APU) or 
Muslim Unity Movement, comprising his 
own Semangat '46 (Spirit of 1946, the year 
Umno was founded), the opposition Parti 
Islam (Pas), and two small Malay parties, 
Hamim and Berjasa, both breakaways from 
Pas. In the most optimistic scenario, Pas 
sources expect APU to win at least 90 of the 
country's 177 parliamentary seats. At the 
very least it should improve on Pas' current 
single seat, which it won despite polling 
15.5% of the popular vote to the National 
Front's 57.28% in the last general elections, 
held in 1986. 





n that election, Pas and the opposition, 
cM Chinese-dominated Democratic Action 
M Party (DAP) not only failed to convince 
| voters of the sincerity of their electoral pact, 
but party officials themselves were sceptical 
-of the arrangement. The issue of an Islamic 
state remains the main hindrance to further 
cooperation. Pas could and would not aban- 
don the basis of its campaign platform in the 
past few elections. The DAP wants Pas to 
< openly state that it will not pursue this goal 
"before it can bring Chinese voters round to 
the informal pact. 
| However, after considerable delibera- 
"tions among the MPs of his party, DAP sec- 
retary-general Lim Kit-siang finally an- 
inounced on the evening of 3 October that 
ihis party will not form an electoral pact with 
as as the latter had shown no willingness to 
abandon its stance on forming an Islamic 
_ state. 
.. The thrust of the DAP campaign will be in 
enang, which it hopes to wrest away from 
he Gerakan party. Elsewhere, several by- 
lections have shown Malay votes to be split 
own the middle, making Chinese votes 
'rucial in the balance. On the very outside 
‘hance that the opposition alliance comes to 
»ower, the Semangat ‘46 would take over 
e federal govemment while Pas adminis- 
red the Malay states. 
To date, both Pas and the DAP have been 
touch with Semangat '46 leaders, but not 
with each other. Only the Semangat '46 is 
ree to forge on with the pact, and even 
hen, some among Pas' 300,000 members re- 
nain suspicious of Razaleigh. The Seman- 
sat '46 is scheduled to hold its inaugural as- 
iembly on 12 October — where Razaleigh is 
xpected to be formally installed as uncon- 
ested leader. It claims to have 300,000 mem- 
sers already, spread over 2,000 branches 
sationwide. 
The deft juggling needed to keep APU 
orking has set Razaleigh a formidable task. 
e can be confident of his home state of 
;elantan, which, with reputedly 80% of the 
Nd Umno supporters behind him, needs 
y a topping up from Pas to be certain of 
zinning. Pas ruled"Kelantan for 20 years 
til 1978, and in 1986 drew 45.8% of the po- 
lar vote and was returned in 10 state 
ats. Meanwhile, Pas leaders for the past 
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Mahathir: consolidation. 


eight years have been cultivating neigh- 
bouring Trengganu, where it won 39.876 
of the popular vote in 1986, though this 
translated into only two state assembly 
seats. 

The other northern Malay states of 
Kedah and Perlis, both on the west coast, 
present a rather more chequered proposi- 
tion for Razaleigh. Pas enjoys pockets of 
support in rice-growing Kedah, especially in 


cacy the poorer interior which has less access to- E 
government irrigation projects. But Kedah is 





also Mahathir’s home state, and develop- 
ment funds and government attention have 
brought visibly higher living standards on ; 
the farms. 

The APU hopes its DAP ally can bring in at 
least the 24 parliamentary seats it currently 
holds, plus a handful of new ones, courtesy 


of young, urban voters who were angered 
by the 1987 government arrest of 106 politi- 
cians, lecturers and religious and social 


workers and its dampdown on the judiciary 
in 1988. pe 

But this could be an over-optimistic ` 
scenario. In the inexplicable mood shifts of - 
voters, 1986 was dubbed the "opposition. 
year" — at least for Chinese voters — mean- 
ing that the next polls will go to the establish- 
ment parties. And this round, more so than 
the last, Chinese votes are crucial to both 
Mahathir and Razaleigh — the former rely- 
ing on the Malaysian Chinese Association 
(MCA) and Gerakan and the latter on the 
DAP. The MCA seems to have recovered 
some of the ground it lost in 1986, if recent 
by-elections are anything to go by, having 
decisively delivered Chinese votes in semi- 
rural, predominantly Malay areas, and won 
handsomely when it fielded its own candi- 
date in Bentong, Pahang. * 





TAIWAN 


Legal cases test the government's objectwity 


Judgement call 


trio of politically loaded criminal in- 

vestigations confronts Taiwan's legal 

administration with the most serious 
test of its objectivity since the lifting of mar- 
tial law in 1987. The island's top legal officer 
himself is the target of one of them; Justice 
Minister Hsiao T'ien-tzang stands impli- 
cated in a long-simmering influence-peddl- 
ing scandal. 

The mysterious death of opposition pat- 
riarch Yu Teng-fa last month briefly de- 
flected the glare of publicity away from 
Hsiao's travails. The 87-year-old millionaire 
politician was found naked in a pool of 
blood on the floor of his Kaohsiung home, 
dead from a head wound. 


In the absence of conclusive forensic evt- 
dence, rumours abound ascribing the ^mur- - 


der" to political rivals ranging from right- 
wingers of theruling Kuomintang (KMT), to 


Taiwan Independence activists from. the 


New Tide faction of Yu’s own Democratic 
Progressive Party (ppp). The police version 
— that Yu died accidentally from a fall — is 
discounted by nearly all commentators, an 
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indication of how far the legal administra- 
tion's credibility has slipped. 

The speculation about Yu's death was 
in turn upstaged by the arrival in Taiwan 
of his old protégé, exiled dissident Hsu 
Hsin-liang, who attempted to slip back 
into the island in time for the patriarch's 
funeral. Officers of the coast guard found 
the disguised Hsu (along with a cargo | 
of smuggled mastiffs, wine and cigarettes) 
aboard a Taiwanese fishing vessel that was 


returning from the mainland China pro 


vince of Fujian. 

Hsu, a former Taoyuan county execu- 
tive, fled to the US after he was charged with 
sedition for his role in a 1979 Kaohsiung 
“riot” to protest the jailing of Yu by martial 
law authorities. Such demonstrations are 


-commonplace in the fast-democratising po- 


litica? climate of current-day Taiwan, but a 
decade ago it was serious enough to eam 


long prison terms for other members of 


Hsu's "Gang of Five" — as they were dub- 
bed by prosecutors. i 

Two of them later emerged from 
prison as standard-bearers, respective- 
ly, of the New Tide and the more moder- 
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ate Formosa factions of the DPP. 
A third member of the "gang" 
now serves as the party's chief 
strategist for December's is- 
land-wide elections. The last 
and most radical activist re- 
mains in prison. 

Hsu tried twice before, dur- 
ing his decade abroad, to come 
back and face the charges 
against him, but each time he 
was turned back by officials lest 
his trial spark popular unrest. 
From the KMT's standpoint, the 
timing of his latest return, as 
the elections loom, could not be 
worse. To deport him again, 
though, could prove even more 
embarrassing, especially in 
light of the recent homecom- 
ings of other prominent exiles 
on the government's blacklist. 

Nevertheless, officials are in no hurry to 
give Hsu an open courtroom to preach 
from. He was spirited off to the Tucheng de- 
tention centre in suburban Taipei while pro- 
secutors assembled a case against him. In 
addition to the original 1979 indictment, 
Hsu probably will face further counts of sed- 
ition for his speeches and writings in exile, 
which allegedly advocated the violent over- 
throw of the KMT government and indepen- 
dence for Taiwan. There could also be illegal 
entry charges for his attempt to smuggle 
himself into the island. 

In a closed-door interrogation on 10 Oc- 
tober, with his defence counsel present, 
Hsu answered questions in monosyllables 
only. Fuller responses, he reportedly told 
prosecutor Chen Yao-neng, would be forth- 
coming only in the “proper forum” — an 
open courtroom. 

Meanwhile, nearly a thousand support- 
ers surged outside the detention centre, ig- 
noring dispersal orders from riot police. DPP 
candidates also flocked to pay their respects 
to Hsu, as dideelders from both the New 
Tide and the Formosa groups. A bitterly di- 
visive vote for the party chairman- 
ship threatens to split the party along 
factional lines later this month, can- 
celling out at a stroke all the DPP's 
windfall popularity gains from the 
KMT's recent problems over the jus- 
tice minister. 

Ironically, Hsu in detention 
seemed to offer more of a rallying 
point for party unification efforts 
than he ever could at large. Genera- 
tionally aligned with the older For- 
mosa faction leaders, his indepen- 
dence advocacy jibes more with the * 
New Tide line, However, a public 
trial, oP even Hsu's release on bail, 
could inflame factional feuding more 
than ever. But such an action would 
go against the government's tradi- 
tion of handling such issues behind 
closed doors. 
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Yu Teng-fa: mysterious death. 






Hsu: more power through detention. o 


The same instinct has left the KMT 
paralysed in the case of Justice Minister 
Hsiao. The original offence alleged is fairly 
standard — albeit illegal, practice in Taiwan: 
he purportedly putin a good word for a golf 
course developer to get a choice piece of 
land re-zoned from agricultural to recrea- 
tional use. 






| his allegation came up not in a public 
trial, but rather in leaked testimony 
from a closed-door probe by the Jus- 
tice Department's Bureau of Investigation 
(801). The provenance of the leak prompt- 
ed widespread rumours that the scandal 
might be a product of internal KMT feud- 
ing. 
Seca on has it that Hsiao, a native 
Taiwanese protégé of reformist President 
Lee Teng-hui, posed a tempting target for 
hardliners in the ruling party's military 
wing. The directorship of the BOI recently 
passed back into military hands after a brief 
interlude of civilian control. 

Protesting his innocence, Hsiao went on 
a week-long leave of absence — later ex- 
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tended to give prosecutors a 
chance to pursue the case “im- 
partially." Hardly had he left 
his office, though, than he ap- 
peared in his native Chiayi — 
historically a hotbed of Taiwan 
nationalism — to lead a mass 
rally of his supporters. 

In front of a temple of the Yi 
Kuan Tao (a shadowy, tightly 
organised, million-strong cult, 
of which Hsiao is a member), 
speakers railed against the pur- 
ported plot to make a scapegoat 
of the home-town politician. 
Commentator Yang Kuo-shu, a 
social psychologist at the Na- 
tional Taiwan University, 
noted the irony of the justice 
minister taking to the streets, 
rather than the courts, to de- 
fend himself. 

Not that the minister was without his ad- 
vocates in the legal administration itself 
Shortly before the mid-September opening 
of the latest parliamentary session, pro 
secutor Chen Yao-neng — coincidentally 
the same one who is so zealously probing 
the Hsu Hsin-liang case — pronounced tha 
there was insufficient evidence to indic 
Hsiao. Considering himself exonerated, thi 
justice minister called off his leave, just i1 
time to endure a humiliating round of de 
nunciations by DPP lawmakers at the open 
ing parliamentary session. 

Other Justice Ministry officials, though 
were not so ready to drop the case agains 
their boss. One Taoyuan prosecutor, Pen: 
Shao-jin, went so far as to announce that h 
had amassed evidence enough to brin 
charges against Hsiao. He was immediatel 
dismissed from the case on the state 
grounds that he was insufficiently objec 
tive. 

The venue was transferred to Keelung 
Peng tearfully handed over his files, as re 
corded on a national newscast. But he let 
be known that he had videotapes of key ev 

dence, which he also offered to hi 


* Keelung counterparts. 
Meanwhile, Hsiao went o 


another leave of absence — his thir 
in a month — prompting wags 1 
take out a full page of classified ac 
in a local daily newspaper. Amon 
the "hit films” advertised we 
“Tzang, lies and videotape” | 
pun on the ministers given nam 
which sounds like a Taiwanese slar 
expletive and a popular foreig 
film) and "Minister of Sadnes: 
(ARTS AND SOCIETY, page 48). The 
were also patent medicines to a 
amnesia and flagging popularit 
A portable temple advertised its 
as "suitable for rallies." And an En 
lish cram course for politicians c 
fered as its Sentence of the Day: 

don't plan to resign." 
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{t's a tough location but we have the essentials” 
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Exclusively Fine Champagne Cognac 


ly cognac mad from eranes grown in (Cognac’s two hest regions is entitled to called Fine Chamnaene 





MEGANE: THE RENAULT THAT PAVES THE W; 


RENAULT IS LOOKING TO THE FUTURE, PRE- 
PARING THE NEXT 1O YEARS WITH THE 
MEGANE. THIS PROTOTYPE COMBINES THE 
GREAT IDE*AS OF TOMORROW WITH THE CON- 
STANT AIM TO IMPROVE THE SENSATION OF 


DRIVING, SAFETY AND COMFORT. 

MAXIMUM SAFETY IS THE MAIN PRIORITY: ~ 
STEERING WHEEL IS EQUIPPED WITH A SLE 
DETECTOR, AND A SHOCK-ABSORBING INFL 
ABLE CUSHION. MAXIMUM DRIVING PLEASL 





EDR OTHER RENAULTS. 


H FOUR WHEEL DRIVE AND REAR-VIEW MIR- CALLY-CONTROLLED SUSPENSION, SLIDING 
RS FITTED WITH MINI VIDEO CAMERAS. DOORS AND BOOT LOADING PLATES, AND A 
AXIMUM ALL-ROUND COMFORT THANKS TO PERSONAL IDENTIFICATION SMART CARD. 


‘ERCHANGEABLE INTERIOR UNITS, MULTI- RENAULT AND MEGANE — THE FUTURE OF 
B . 
SITIONAL PIVOTING SEATS, ELECTRONI- THE CAR IS BORN. 


RENAULT. VIVE LA DIFFERENCE. o 
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Introducing the German bank that offers finely tuned 
»* instruments in international finance: WestLB. 
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An experienced 
wholesale bank, 
WestLB accom- 


panies your inter- 
national finance 
operations. 


20 years of experi- 
ence in Corporate 
Finance, the solidity 


of a state bank and 
the leading role 
played by WestLB. 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 


state-of-the-art 
technology and 
personal creativity. 
Thats why WestLB 
rightfully belongs 

at the top of your 
shortlist - from Cor- 
porate Finance and 
Investment Banking 
to Treasury. And 


with a global net- 
work stretching 
from Düsseldorf to 
New York and from 
Tokyo to Toronto, 
WestLB is perfectly 
equipped to set 

the tone for your 
international finance 
operations. 





WestLB 


The Westdeutsche Landesbank 








ustralia’s chronic balance-of-pay- 

ments deficits and growing over- 

seas debt have impelled Canberra 

on reforms to create a better climate 
for export-oriented investment. 

Latterly, the government has turned its 
attention to micro-economic policy, includ- 
ing work practice and wage restructuring 

and the deregulation of transport and com- 
munications. The most far-reaching reform 
has taken place in Australia's tertiary educa- 
tion system. 

As policymakers see it, Australia's higher 
education system is out of step with the 


needs of the market and, as currently consti- - 


tuted, poses a serious obstacle to restructur- 
ing: competitive industrial production can 
be initiated by providing a highly skilled 
workforce and high levels of applied re- 
search for industry. 
In particular, government concern was 
.. focused upon the output of graduates in sci- 
ence, engineering and other technologies as 
well as the generation of applied research in 
the universities. 
The reforms between 1987 and 1989 have 
included the following major features: 
» With the abolition of the semi-autonom- 
ous Commonwealth Tertiary Education 
Commission and the establishment of a new 
;. Department of Education, Employment and 
Training, bureaucrats principally concerned 
with economic policy now enjoy more direct 
control over higher education. 
> Funding for individual universities was 
tied to the establishment of research and 


d teaching programmes which reflected the 


| govemment's own agenda for higher edu- 
ation: involving a shift from pure to applied 
research, from critical to vocational studies 
d from the humanities and social sciences 
o science and technology. 

These reforms assumed that it was the 
upply of appropriate graduates and re- 
earch knowledge that was critical. How- 
ver, mounting evidence suggests that, on 
e contrary, much of the problem lies in the 
ack of capacity and the unwillingness of the 
ustralian private sector to incorporate skills 
id research into production. 

. With the exception of the rapidly grow- 
ig accountancy and information technol- 
By sectors, the supply of graduates in the 





















Ne private sector. Students have shied 
way from science and engineering, not be- 
ause of any systematic institutional dis- 
uragement on the part of universities, but 
'ecause of poor status, dubious career pros- 


Industry shifts the blar. 


By Garry Rodan and Richard Robison 


pects and uncompetitive salaries, reflecting 
the low value which has been placed upon 
such skills in the private market. Advocates 
of a dramatic shift towards science and 
technology in the universities have yet to 
nominate where the demand for such 
graduates will come from. 

Business has been remarkably indif- 
ferent to innovation in design and produc- 
tion systems and generally resistant to new 
technology. This reflects in the extremely 


low level of investment in research and 


development (R&D) by the private sector 
in Australia, not only in universities but 
within private companies. As a percentage 
of GDP, business investment in R&D lags well 
behind most OECD countries, exceeding only 
that of Ireland, Iceland, Portugal and 
Greece. 

Training of the workforce within the pri- 
vate sector has never been a priority. Educa- 
tion Minister John Dawkins has noted that 
' .. . the limited evidence available suggests 
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There is little concrete evidence 
that the Australian private sector 
shares the government's vision 
of an economy driven by 
investmentinskillsand research. 
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that training is viewed by many firms as a 
current operating cost to be minimised, 
rather than an investment in improved com- 
petitiveness and profitability.” 

The point remains that a low priority is 
still attached to the development of a skilled 
and creative workforce, research and new 
technologies, as a basis of growth. This is 
reinforced in Australia by a widespread anti- 
intellectualism and outmoded management 
practices which mitigate against optimum 
utilisation of the labour force. 

The heart of the problem lies in the very 
structure of the Australian economy where 
the opportunities for greatest profits lie — 
not in the creation of new manufactured 
products or in the development of techno- 
logy and knowledge, but in the services 
and finance sectors. Put simply, Australian 
capitalism is the capitalism of the lawyer and 
the accountant rather than the engineer and 
the scientist. *It is an economy where the 
Alan Bonds have flourished and people 
such as Ralph Sarich — designer of a new 
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engine — are forced to take their tech- |. 
nologies overseas. Hence the great rewards |. 
to be had in careers such as law, accoun | 
tancy, business studies and computing and |: 
the high level of demand for univ ay EO 
courses in these fields. 

All the models of corporate success in 
Australia demonstrate quite clearly that | 
risky and substantial investments in R&D and | 
human capital are not essential to the amas- 
sing of fortunes. Australian tycoons have |. 
built their empires around such areas as | 
property development and real estate, the |. 
media and communication industry (where 
government intervention and regulation 
has ensured a monopoly environment) and, 
perhaps most importantly, in corporate 
takeovers and the buying and selling of 
equities where existing tax structures en- 
courage such practices. 

Initiatives to direct capital into pro- 
ductive investment, including tax breaks 
for R&D expenditure and efforts to pro- 
mote venture capital bases for hi-tech 
enterprises, have been undermined by 
this propensity for speculative invest- 
ment. 

For ideological and political reasons, it is 
difficult for policymakers to confront, or 
even publicly recognise, private sector re- 
sistance to the creative use of skills and re- 
search. In the first place, the dominant 
ideological assumption among bureaucrats 
that the private sector is naturally efficient 
and productive, discourages critical analysis 
of its performance. External factors which | 
impinge on this natural efficiency and pro- 
ductivity, such as the higher education sys- 
tem, become the focus of attention. 

Second, universities in Australia are 
more amenable to bureaucratic control and. 
more vulnerable to political onslaught be- | 
cause of their financial dependence and lack | 
of public support. Nor does the Hawke gov- | 
ernment wish to jeopardise its carefully cul- | 
tivated partnership with business, which | 

| 
| 





ALE EAR TADAA ANA PN AARAA AA AAAA AENA Arne Lhe ANN EANA eA an amore minaaa tros EPI e Pn at m BA ANN RAE vla S ee e e e a ema ERE e A ENS 








the Labor Party sees as critical to its con- 
tinued success, by focusing blame in the di- 
rection of the private sector. 

Although the higher education reforms 
have been viewed in Australia as a tough 
but necessary platform for effective eco- | 
nomic restructuring, in reality they repre- 
sent the politically soft option and one 
which in itself is most unlikely ta T | 
any of the education minister's aims. a 
Garry Rodan and Richard Robison tench | 
in the school of social sciences at Australia’s Mur- 
doch University. 
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CAMBODIA 1 


Trade flourishes on the Thai-Cambodtan border 


J— Peaceful coexistence 





- Cambodia 


here is little talk of the Vietnamese 

troop withdrawal or the prospect of a 

Khmer Rouge onslaught in this bustl- 
ing port in southwestern Cambodia. The ac- 
cent is on making money, and Koh Kong is 
rapidly proving to be successful at that, with 
capitalism firmly at the fore despite the Mar- 
xist government in power in Phnom Penh. 

Koh Kong has quietly become Cam- 
bodia’s major gateway for trade with the 
non-communist world, with ships arriving 
regularly from Singapore, Japan, Taiwan, 
South Korea and even India, loaded with 
consumer goods. In return, traders in the 
town of 70,000 people export mainly pri- 
mary products, such as forest products, sea- 
food, animal hides and gems. The bigger 
port of Kompong Som, to the southeast, 
handles mainly trade with socialist coun- 
tries, induding arms shipments to the 
Phnom Penh regime. 

Since Thai Prime Minister Chatichai 
Choonhavan announced his policy of turn- 
ing Indochina from a battlefield to a mar- 
.ketplace, soon after coming to power in Au- 
gust 1988, the Thais also have secured a 
large slice. of the trade with Cambodia 
through this back-door route. Before March, 
cross-border trade was mainly carried out 
on a lucrative, but hazardous, black-market 
basis. Thanit Traivut, an MP for the Thai 
provincial capital of Trat which borders Koh 
Kong province, and something of a trading 
tsar with Cambodia, is confident that the 
burgeoning trade through Koh Kong will 
eventually eclipse political and military dif- 
ferences between the two countries. 

One estimate has trade going through 
Koh Kong running at about Baht 300 million 
(US$11.56 million) a month, half of it now 
Thai. Thanit said that the fleet of fast motor- 
boats — known locally as "long-tailed 
boats" because of their long propellors — at 
the Trat fishing port of Klong Yai had in- 
creased from 30-40 over the past year to 
more than 100. The boats, which carry Thai 
consumer goods on the one-hour journey to 
Koh Kong, are the mainstay of the Thai sea- 
borne trade with Cambodia. Asked what 
the Thais exported to Cambodia, Thanit 
said: "Everything." 

At the moment, a large part of the traf- 
fic into Koh Kong involves Singaporean 
freighters bringing second-hand cars and 
motorcycles. These then are transferred to 
smaller Cambodian vessels to make the two- 
day journey up the Mekong River to Phnom 
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Penh. Other manufactured goods are simi- 


larly distributed, but sometimes overland. 


along hazardous roads which connect Koh 
Kong eventually with Phnom Penh, some 
200 km away. 

The trade is quickly making Trat a boom- 
ing province. “Here we have full employ- 
ment, in fact a labour shortage,” Thanit said. 
Six new ice factories have sprung up over 
the past few months to handle the seafood 
imported from Cambodia. Trade revenue 
has swelled the amount of cash washing 
around the province, to the extent that the 
few banks there could not cope and the pro- 
vincial governor had to open his office as a 
safe-deposit building for some of the esti- 
mated Baht 400 million in circulation. 

Trat borders on a mountainous area 
which has traditionally been fertile ground 





Unloading Thai goods in Koh Kong 


for the Khmer Rouge, battling first the Viet- 
namese and now the Phnom Penh troops. 
But, Thanit claimed, “the Khmer Rouge do 
not interfere with our trade.” In fact, the fac- 
tion’s guerillas normally avoided contact 
with Thais in Trat, who remember ruefully 
that some 700 locally based: fishing boats 
were captured by the Khmer Rouge when 
they were in power in Cambodia, with 
everyone on board being knifed to death. 
The Khmer Rouge, however, do exact a 
Baht-200-1,000 tax from the hundreds of 
Thai miners who pass through the border 
crossing of Bo Rai to dig for rubies and other 
gems in the Pailin area of Cambodia. Some 
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miners have been shot, or blown up by lar 
mines as the Khmer Rouge battle the enen 
for control of the Pailin area, and others hav 
been arrested by Phnom Penh troops. 

But the Khmer Rouge and the fightiz 
are far from the thoughts of the people 
Koh Kong, half of whom are ethnic Thi 
The Thai and Khmer languages coexist he 
and the baht and US dollar are the main cv 
rencies. Whether the Vietnamese army h. 
totally withdrawn from Cambodia or nc 
there have been no Vietnamese troops 
Koh Kong for more than a year. Howeve 
there are several hundred Vietnamese ci 
lians doing business in the town — some: 
whom were originally boat people, turne 
away by the Thais from entering Thailar 
— but most simply immigrants cashing 
on the port's economic boom. 

In some ways, the town is a melting p 
of different nationalities from the neigl 
bouring countries, with ideologies, histoi 
cal racial friction and language differena 
forgotten in the quest to make money. A 
indication of the cosmopolitan nature of tl 
residents is that the televisions, found in ju 
about every home, can pick up broadcas 
from Phnom Penh, satellite transmissiot 
from the Soviet Union bounced off tl 
major city of Battambang to the north, ar 
Thai broadcasts. "Everyone thinks Thai tel 
vision is better," said a young Cambodi: 
policeman, whose girlfriend is Thai. 

The Koh Kong provincial governc 
Rung Promkaysorn, is also an ethnic Th: 
Realising the port's potential as an eve 
more flourishing trading centre, he h 
formed a special economic committee 
draw up plans to encourage more trade, i 
vestment and an influx of skilled labov 
There are also plans to enlarge the pori 
small airport to strengthen direct commur 
cations with Phnom Penh. 

Meanwhile, in Trat Thanit is hoping 
establish a joint Thai-Cambodian econom 
committee to enhance trade. He has bee 
lobbying Chatichai, leader of the Chart Th 
party to which he belongs, to cut t 
number of "strategic goods" banned fro 
the list of goods Thais are allowed to expc 
to Indochina. Thanit has visions of ne 
Thai-assembled cars and motorcycles gr 
dually nudging out the current flow 
second-hand vehicles to Koh Kong, main 
from Singapore. He would also like to s 
some of the Thai trade passing through tl 
large Thai naval port of Sattahip, to ti 
northwest in Chonburi province, as well 
Klong Yai. 

Thanit has made three trips to Phno 
Penh this year, not just to talk to seni 
Cambodian officials about trade, but to a: 
them to try to keep the continuing batt 
among the Khmer factions away from tl 
Trat-Koh Kong border region. That is a ti 
order, but the Koh Kofg experience shov 
that Cambodians, Thais and Vietname 
can live harmoniously in a trading enviro 
ment. 
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CAMBODIA 2 


. Resentment against Vietnamese settlers revives 


No love lost 


By Murray ‘Hiebert in Phnom Penh 


everal thousand Vietnamese civilians 
S have fled back to their homeland in re- 

cent weeks, fearing for their safety as 
Hanoi said it had completed its final troop 
withdrawal from Cambodia on 26 Sep- 
tember. But most Vietnamese civilians seem 
to have adopted a wait-and-see attitude, 
hoping they will not become targets of 
guerillas from the Khmer Rouge resistance 
faction, who are expected to step up their at- 
tacks against the Vietnamese-backed gov- 
ernment in Phnom Penh following the 
troop pull-out. 

The Vietnamese play a major role in 
Cambodia's trading, fishing, construction 
and electronics sectors and, because they are 
not citizens, they avoid military conscrip- 
tion. "The Vietnamese are viewed as 
privileged by many Khmer. Certain bad 
feelings exist, which often happens when 
two different people live together," a Soviet 
diplomat said. 

But despite the fears of many Vietnam- 
ese, it is by no means certain there will be a 
mass exodus. "I was born here and would 
like to stay," said 59-year-old Nguyen Vinh 
An, who lives in a fishing village near 
Phnom Penh. "Fishing is good here, but I'm 
afraid," said Nguyen Thi Ngoc, 36, who 
runs a small stall in a Phnom Penh market. 
“If there's confusion. lI be killed." 

Many Vietnamese fishermen have left 
Tonle Sap Lake in northwestern Cambodia 
and have moved their boats closer to the 
capital, according to Ngo Dien, Vietnam's 
ambassador to Cambodia. He said some 
Vietnamese merchants in Phnom Penh 
have left for Vietnam, after turning over 
their shops to Cambodian friends. "Ihey 
went back to Vietnam for two or three 
months. If nothing happens, they'll come 
back," he said. 

A few cases of violence against Vietnam- 
ese civilians have already been reported. 
Dien said the remains of several Vietnamese 
civilians were found two months ago near 
Neak Luong, on the Mekong River west of 
Phnom Penh, and in the Vietnamese pro- 
vince of An Giang near the Cambodian bor- 
der. "They were killed by the Khmer Rouge 
to frighten the Vietnamese,” hesaid. « 

The Soviet diplomat reported that Cam- 
bodian peasants had burned the houses of 
several newly arrived Vietnamese families 
near tHe southern port city of Kompong 
Spm last year. The official said he also had 
heard of recent incidents where local au- 
thorities had harassed Vietnamese by de- 
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Vietnamese giri in Phnom Penh. 


mariding pem levels ef "anota 
"taxes" from the Vietnamese fishermen. 
Many Vietnamese civilians: still have 
nightmares about earlier flare-ups of s 
Vietnamese sentiment in Cambodia. 
1970, the US-backed government of Lon N a 
expelled and killed many of the estimated 
500,000 Vietnamese in Cambodia. Many 
more were killed or fled after the Khmer 





Rouge victory in 1975. After Vietnam ove 
threw the Khmer Rouge in 1978, many « 
these people, along with new immigran 
fleeing poverty and overcrowding in Vie 
nam, moved back to Cambodia. 

At the international conference on Can 
bodia in Paris in August, the resistan 
groups fighting the Vietnamese-backe 
government in Phnom Penh charged thi 
Hanoi had sent over a million settlers ! 
“Vietnamise” Cambodia. Premier Hun Se 
rejected the charge, saying the Vietname: 
numbered only 80,000. 

However, an East Bloc diplomat sai 
both figures were exaggerated and est 
mated that there were about 400-450,00 
Vietnamese in Cambodia today. But he n 
jected charges that the Vietnamese ha 
come to help Hanoi exert control over Can 
bodia. 

"They're like the boat people,” the diy 
lomat said, referring to the hundreds « 


[| thousands of Vietnamese who have fle 


to neighbouring non-communist countrie 
since 1975 hoping to be resettled in th 
West. "They're looking for a better lif 
Cambodia is a paradise for them," he said. 

The diplomat estimated that 50-60% « 
the Vietnamese in Cambodia would leas 
with the troops, but a random sampling « 
fishermen and merchants around Phnoi 
Penh suggested that the actual number wk 
have left or plan to leave soon is muc 
lower. Visitors to Phnom Penh have m 
Vietnamese who arrived during the week: 
the troop withdrawal. 
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Plan to decentralise bureaucracy meets resistance 


Relocation lessons 


mn» E————————————————— E Si (ey 


EU ———————— 


"apan boasts one x the most highly cen- 
tralised systems of government in the 
democratic world, yet bureaucrats from 
erent ministries are notoriously bad at 
working together. A case in point is the up- 
hill struggle being waged by the National 
Land Agency (NLA) to persuade other gov- 
ernment departments to move some of their 
operations out of Tokyo. 

The NLA has been working for the past 
two years on a plan, instigated by former 
prime minister Noboru Takeshita, to reacti- 
vate Japan's regions by getting the 20 central 
government ministries to admit many of 
their more peripheral operations could be 
carried on in, say, Kagoshima or Hokkaido, 
justas easily as in Tokyo. — 

A total of three agencies. out of several 
hundred canvassed by NLA have so far 
agreed to move to sites outside the over- 
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crowded Kanto area surrounding the cap 
tal. Another 76 or so will be shifting, wit 
various degrees of reluctance, to ne 
addresses in the Tokyo suburbs or t 
Yokohama. But the process of actually mo 
ing may take up to 10 years. 

NLA officials who briefed Takeshita o 
the decentralisation plan say the forms 
prime minister had “no comment" on th 
agency's failure to shift more governme: 
departments to the regions. The Japane: 
media however claim the government - 
embarrassed by the lack of progress of i 
relocation policy. Particular annoyance h: 
been caused by the stubbornness of organ 
sations that have links with foreigners. - 

One economic research organisation a 
filiated to the Ministry of International Trad 
and Industry (Miti) wert to the lengths ofo 


ganising a signature campaign a among fo 
eign scholars and research institutes to aj 


peal against the move. The campaig 
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- . legations, and demands that 





.. yielded less than 50 signatures, but union 
- leaders say the effect has been to force the in- 
- stitute’s management to refuse an NLA re- 
quest to select a relocation site. Before it 
. started to collect signatures, the institute had 
- received 30 invitations from different prefec- 
. tures and cities to relocate the research 
. facilities to their areas. 
e Another organisation, the Environmen- 
- tal Pollution Control Service Corp., whose 
. offices are located in the Kasumigaseki area 
. of central government ministries, said its 
. union had written three times to its parent 
- ministry to appeal against moving. The ap- 


< -peal is unlikely to be successful, but the ac- 


tual move could be delayed for years. 

^ -. TheNLA'slack of success in getting more 
.. agencies to leave Tokyo is put down partly 
` to the “boss” mentality of Japanese minis- 
= tries. Powerful government agencies such 
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as Miti are said to be afraid of having their 


authority diluted by allowing the semi-au- 
tonomous agencies which help them main- 
tain links with the private sector — and inci- 
dentally provide jobs for retired officials — 
to be shifted to remote parts of Japan. 

. Another problem concerns the legal au- 
thority of the central government. Of 79 or- 
ganisations originally listed as candidates for 


moving, 30 are officially classified as tokushi 
hojin, or special corporations, financed by. 


ment Programme rather than from the na- 
tional budget. The government can "re- 
quest" such organisations to move, but is 
not ina position to order them to do so. Gov- 
emment departments can of course be is- 
sued orders, but they are less likely to be 
selected for moving by their ministries. 


_ Research institutes attached to state uni- 






Roh has failed to get the Chun years behind him — 


Small steps 


= Para ee oo ~ 


resident Roh Tae Woo, approaching 
P the mid-point of his five-year term of 

office, is still beset by problems he 
inherited from the authoritarian regime of 
Chun Doo Hwan. Although Roh says 
"negative legacies” of the Chun years will be 
eliminated, he has so far taken only small 
steps towards achieving that goal. 

A crisis of confidence is gradually creep- 
ing in on his two-year-old administration as 
a broad section of society and the three op- 
position parties contend that the country is 
drifting politically. Moderates as well as rad- 
icals in the opposition camp criticise the pre- 
sident for running a "do-nothing govern- 
ment," or worse, "lapsing back to old habits 
of repression." 

Roh has stumbled in his ap- 
proach to a number of vexing 
domestic issues, including his 
handling of corruption and 
other charges against Chun 
and the former president's ap- 
pearance before a parliamen- 
tary hearing looking into the al- 


the country's draconian laws 
and regulations, used by his 
predecessors to suppress dis- 
sent, be amendeg. 

The «resident's perceived 
procrastination in the area of 
political*reform even ignited a 
minor rebellion within the 
ranks of his own Democratic 
Justice Party (DJP), where the 
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forward 


party’s liberal wing was crushed for being 
too assertive. Firing liberal-wing leader Lee 
Jong Chan from his post of party secretary- 
general for quietly campaigning for a free 
inner-party race for post-Koh succession, 
Roh declared on 22 September that he 
would permit no challenge until 1992, a year 
before his retirement. "e 

The spirited criticism of Roh's perform- 
ance in these areas, however, must be ba- 
lanced against the liberalisation he has 
pushed for in others — such as the enor- 
mous expansion of press freedom and the 
broader powers given the legislature over 
the two years of his rule. While a fully func- 
tioning democracy still eludes South Korea 
after nearly 45 years of independence, the 
country today has at least shed the absolute 
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versities are also in line for relocation, but. 
here progress has been even more modest. 
Of 30 or so organisations in this sector the 
only serious candidates for moving are two 
institutes connected with the Tokyo Univer- 
sity of Foreign Languages. However, given 
the university's name, it was decided the 
two would have to remain within the terri- 
tory of the Tokyo metropolitan government 
even if they leave the inner city ward area. 

. If the 79 organisations so far listed by the 
NLA all agree to move, the result would be to 
shift up to 19,000 jobs out of the city centre 
— the exact number depends on how many 


. decide to maintain downtown representa- 
. tive offices — and to free 34 ha of valuable 
real estate. NLA officials admit this is a mod- 


est goal, but claim that private companies 
may start moving out if the government 
gives a lead. ." 


intolerance of political dissent that marked 
the politics of the past 25 years under succes- 
sive military-backed governments. 

And on the economic front, the Roh ad- 
ministration has moved swiftly ahead, un- 
dertaking such major projects as a new 
north-south highway for the less-developed 
regions of the southwest. A Won 23.2 tril- 
lion (US$34.9 billion) budget for fiscal 1990 
— nearly 20% larger than the current budget 
— provides for: a 40% increase in welfare 
spending, including plans for new housing 
and universal medical insurance; a 25% in- 
crease for education, and a 9% pay rise for 
civil servants. The economy is maturing, al- 
lowing greater emphasis on the more equit- 
able distribution of wealth. 

It is on the political front that Roh faces 
his greatest challenges — and risks. He has 
yet to heal the wounds of the 1980 Kwangju 
uprising, which was brutally suppressed by 
the military, and is still vacillating on how far 
to go in bringing to justice those tainted with 
corruption and other alleged misdeeds 
under former president Chun’s eight-year 
rule. 

Roh came to office with only the support 

_ of 36% of a split electorate, 
and his popularity has slipped 
since July following the com- 
pletion of a first round of pro 
secutions brought against 47 
former Chun associates. 

Chun Kyung Hwan, the 
former president's brother anc 
the most controversial figure 
of the Chun years, was con 
victed of embezzlement and re 
ceived a seven-year jail sen 
tence and fined Won 2.2 billion 
The Supreme Court verdic 
also allows for the confisca 
tion by the state of ill-gotter 
gains valued at Won 970 mil 
lion. Chun Ki Hwan, 
another brother, is appealing 
against a four-year jail term ark 
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Most analysts agree that the Chuns and 
their cronies are now bankrupt, each having 
paid up to Won 2 billion in fines. Chang Se 
Dong, 52, former head of the Agency for 
National Security Planning — once one 
of the most feared men of previous regimes 
— received 10 months' imprisonment for 
abuse of office. He escaped conviction on 
graft charges. 


| he press has criticised the sentences 
| as being too lenient. "The first round 
of trials was full of sound and fury 
but yielded lukewarm punishments," com- 
mented the centrist newspaper Hankook Ibo. 
"[The light sentences] show that the court 
has limits in settling scores of Fifth Republic 
corruption,” said the conservative Chosun 
Ilbo. 

Corruption in South Korea has been 
used as much as a way of funding various 
political parties or movements as an instru- 
ment for personal financial gain. While the 
Chun family and their cronies may have en- 
riched themselves personally while in office, 
it is believed that much of their ill-gotten 
gains was pumped back into the political 
system to ensure the continuance in power 
of the DJP. 

The court trials and prolonged national 
assembly hearings in late 1988 revealed that 
much of the embezzled money also went to 
such projects as a youth training centre (in 
Chun Kyung Hwan's case) and the con- 
struction of a lavish research institute said to 
have been intended for use by the former 
president as a post-retirement sinecure. 

Chun Doo Hwan himself remains a 
major stumbling block in Roh's attempt to 
break away from the past. Since the trials 
and national assembly hearings, the former 
president has surrendered much of his pri- 
vately held bank accounts and has begun 
a harsh life of exile at a remote Buddhist 
monastery, where he and his wife are about 
= to enter a second winter. Although they 
<> have refrained from saying so publicly, Roh 
= and his supporters have privately intimated 
^. that "enough [punishment] has been ad- 
> ministered.” 
t^ Roh has reason to feel mortified that 

Chun Doo Hwan has to appear before the 
national assembly hearings. The two not 
only were long-standing friends, dating 
back to their years together at the Korean 
Military Academy, but their roles overlap- 
ped in many ways during the controversial 
979 coup that brought both men to power 
— àt the expense of the country moving 
ickly towards civilian rule. 
Said to be chagfined by Roh's failure to 
break with the past so the president can 
nove the country forward, Chun is 
oured to be ready to subject himself to a 
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thorough accounting before a televised na- 


tional assembly hearing. 

The potentially explosive impact of such 
a move is not lost on Roh or his supporters. 
Such an accounting would again lay bare the 
unconstitutionality of the coup which ulti- 
mately resulted in Chun and then, in turn, 
Roh coming to power. It might also lead to 
the apportioning of blame for the Kwangju 
bloodshed which, along with the military's 
role in the coup, could not help but bring the 
powerful military leadership under a cloud. 
The military establishment, as defender 


of the country's free-enterprise system | 


against the communist threat from North 
Korea, would be in no way amenable to al- 
lowing the country's politicians to drag its 
reputation through the mud. 

Well aware of this reality, Roh is backing 
down from his earlier position of submitting, 
two key DJP legislators as political sacrificial 
lambs. Chung Ho Yong, the former Special 
Warfare commander whose troops put 
down the Kwangju uprising, has linked his 
retirement — as demanded by the opposi- 
tion — to the honour of the armed forces. 

Lee Won Jo, another ruling party figure 
who funded Chun's power grab after the 
coup, may not be vulnerable to forced retire- 
ment because he helped to raise funds for 
Roh’s own 1987 presidential campaign and 
could prove an embarrassment to the presi- 
dent should he decide to reveal all he knows 
in public. | 

That would seem to leave few options 
open to Roh in finally putting the past be- 
hind him to the satisfaction of his critics and 
the general public. However, one method 
the government has used to divert attention 
from the past has been to focus on the up- 
surge of leftist radicalism among students 
and workers. Riding on the wave of middle- 
class fears of renewed political instability, 
the government has dealt sternly with 
labour unrest, jailing hundreds of unionists. 

The government is also cracking down 
on potentially serious agitation by students 
and religious figures for their independent 
approach towards North Korea and the na- 
tional reunification issue. But the jailing of 
student activist Lim Su Kyong, Protestant 
leader Rev. Moon Ik Hwan and Roman 
Catholic priest Fr Moon Kyu Hyon for mak- 
ing illegal trips to Pyongyang recently has 
brought Roh's relationship with the politi- 
cally active Christian churches to a breaking 
point. 

The recent indictment of opposition 
Party for Peace and Democracy (PPD) leader 
Kim Dae Jung indicates that Roh's attitude 
towards the parliamentary opposition is 
hardening. Kim is accused of accepting 
money from a fellow PPD legislator, who has 
been detained on charges of spying for 
North Korea. "Roh's real intention in perse- 
cuting me is to try to divert the people's at- 
tention front Fifth Republic crimes," Kim 
has said. 

If that was Roh's intention, his policy 
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seems to be backfiring. While nothing Roh 
has done has obscured the controversial is- 
sues surrounding the Chun years, the wor- 
sening confrontation between the govern- 
ment and the opposition has given rise to a 


.' plethora of government-sponsored right- 
— - wing extremist groups, all vowing to "save 
^7. the country from the Reds.” 


Members of 
these vigilante groups, armed with iron 
pipes, have raided union offices in southern 


UA . industrial zones, assaulting union organis- 
^ ers and breaking up strikes — 


recalling the 
spectres of Left-Right clashes in the early 


:, post-independence years. 


An acute sense of bipolarisation runs 


Ht through the entire gamut of South Korean 


society today. Young, liberal, unionised 


M teachers are rebelling against conservative 


colleagues; Left-nationalist painters are 
challenging establishment artists; rebel- 
lious students are facing off against the 


3 * police and the army, and, in the Roman 
.. . Catholic Church, younger liberal priests 


are quarrelling with more conservative 
bishops. 

The country's social fabric is severely 
strained along generational and ideological 
lines, but neither Roh nor the opposition 


parties appear capable of meeting this chal- 


lenge — other than by mouthing slogans 
about the rule of law on the one hand, and 


democracy on the other. 


In the midst of all this confusion, some of 
the government's nastier old habits have 
been re-emerging, dissidents say. For exam- 
ple, security agences, the dissidents claim, 
have resumed the use of torture against poli- 
tical detainees. In addition, the number of 
students, workers, church figures and intel- 
lectuals jailed for various political offences 
has risen to 560, Justice Minister Huh 
Hyung Koo told the national assembly on 23 
September. 


n the army, despite a new draft system 
aimed at attracting young people with 
more than just a primary school educa- 
tion, a parliamentary commission has re- 
vealed that Japanese-era corporal punish- 
mentis still the military's main instrument of 
maintaining high standards of discipline. 
Such methods, however, resulted in the 
deaths of 12 recruits last year. 
In almost every one of the country's key 
institutions, manipulators of the existing so- 
cial, political, economic and military system 





PHILIPPINES 


Controversy over Marcos’ last rites on native soil 


Grave implications. 


—————————Ó— a a 


n ayap I y ae a a Mh A ten ae € 


he death of former president Fer- 
| dinand Marcos on 26 September in 


his Hawaii exile has triggered off the 
expected tug-of-war over where and when 
his body will be buried. President Corazon 
. Aquino has refused to permit the return of 
the remains and her political opponents 
have joined Marcos loyalists in appealing to 
the Supreme Court to reverse what they 
claim is an illegal ruling. 

Perhaps because he had been critically ill 
for so long, the populace reacted calmly to 
the passing of their disgraced 72-year-old 
leader, who is alleged to have looted up to 
US$10 billion from the nation's treasury dur- 
ing his 20 years in power. 

Even the loyalists were generally low 
key. In the stripped shell of the suburban 
Manila mansion Marcos built as a young 


^— congressman, about 150 mourners gathered 


nightly to celebrate mass. As buming 

- torches and jury;rigged lights cast shadows 
across the parquet floor, bats flitted around 
a housemaid sleeping on a dining table, the 
only refnaining item of furniture. People, 
e wearing a faded Marcos campaign jac- 
ket, walked through the gaps that were once 
French doors. It was like walking on some- 
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one’s grave. Officials and lawyers say Mar- 
cos’ death will have little effect on efforts to 
recover his ill-gotten wealth or on the rac- 
keteering charges against the Marcoses, 
which his widow Imelda must now face by 
herself. Reacting to a cryptic comment by 
Mrs Marcos that her husband had left all his 
worldly possessions to the Filipino people, 
the Presidential Commission on Good Gov- 
ernment challenged her to make public the 
contents of his will. 

Although it is less than four years since 
Marcos fled into exile, a surprising number 
of Filipinos, including newspaper colum- 
nists and even old political rivals, appear to 
feel that Aquino should relent and allow the 
body to be flown back to the Philippines. In- 
deed, it is understood that a public opinion 
survey carried out by the president’s own 
staff earlier this year was.so favourable on 
the question of Marcos coming home — 
dead or alive — that it was decided not to 
publish it. 

The president says while the issue will be 
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find themselves falling far behind the times. 
They have run into difficulty adjusting to the 
new, more open society, with its demands 
for wider participation in the system and for 
a more thorough public accounting of the 
decision-making process. 

All of this is a paradox given that the new 
national assembly is dominated by three op- 
position parties which together won 60% of 
the popular vote in the April 1988 general 
elections. Their failure to develop a consen- 
sus on social and political reforms has en- 
abled Roh to drag his feet on the Kwangju 
rebellion and the other controversial issues 
left over from the Chun years. 

So far, Roh seems to be buying time with 
such marginal concessions as the revival of 
the country’s local-autonomy. system, but 
his chief strength lies with his ability to 
manipulate each opposition party to his 
own ends. He is unlikely to deal forcefully 
with the legacy of the Chun years so long as 
the opposition remains divided and as long 
as his government does not come under 
new pressure from student demonstrators, 
backed up by a middle-class losing patience 
with his slow pace on reform. For the mo- 
ment, these possibilities seem remote. m 


the subject of a continuing review — "I can't 
say it will always be like this" — she fears the 
return of the remains could lead to instabil- 
ity. In an earlier interview, she referred to 
Mrs Marcos' vast financial resources and, by 
inference, to what one senior diplomat calls 
the “political heavy-hitters" who might still 
be expected to do her bidding. 

National security adviser Rafael Teto, an 
unobtrusive but key player in the 1986 revo- 
lution that overthrew the late strongman, 
says the Marcos retinue is only part of the 
problem. “As an isolated case, it [Marcos' re- 
turn] might not be a threat," he says, "but if 
other sectors join in then that could be more 
serious." 

Leaving aside the now tepid threat posed 
by Marcos loyalists, or the possibility of fur- 
ther rebelliousness in the armed forces, Ileto 
may have been casting a sidelong glance at 
some of Aquino's opponents, such as Vice- 
President and Nacionalista Party (NP) leader 
Salvador Laurel, who are clearly using the: 
issue to put pressure on Aquino. i 

Even if she did return on the understands 
ing she would leave once her husband's: 
funeral was over, Mrs Marcos could — and 
almost certainly would — renege on that 
deal and fall back on her constitutional 
rights. Despite the close ties that bind them,, 
there is, after all, no extradition treaty be 
tween the US and the Philippines. 

Add to that another complication. Whil 
the official US position has been to accede 
Aquino's wishes on the issue, the racketee 
ing charges against Mrs*Marcos mean she 
a hostage of the US court system. Now c 
US$5 million bail, she would require speci 
clearance to leave Hawaii. 
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Clearly the judges had no difficulty / 


in voting Camus the best cognac in the world, 
\ 


es 
In 1984, wc at Vamus 





decided for the hirs™ayne 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition, 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal, 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 


that vear. 
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OBITUARY/FERDINAND MARCOS 


Marcos fooled most of the people, most of his time 


A masterly manipulator 


retrum eese eedem em eben tne Ache s rra sei SR PIT EIN ARAA ra at T aa Vo? AERA RU AA ANA 


-F f Ferdinand Edralin Marcos had ruled 

the Philippines in a much earlier era, he 

would probably have been accorded the 
honoured place in history he craved. He 
was a man who achieved power deftly, in 
1965, and used it cleverly, if dishonestly, to 
perpetuate his rule for more than 20 years, 
iis downfall in February 1986. 





their respect for a successful individual, their 
passive, tolerant nature — and throughout 
his reign he exploited them mercilessly. He 
managed to confuse his people so success- 
fully about what was right and wrong in the 
wielding of legitimate power that he was 
one of the few Filipinos who knew exactly 
how the nation’s affairs were being 
handled. 

"If Marcos wants it, he will get 
it,” became a familiar shrug among 
the Filipinos. But Marcos event- 
ually pushed his people too far, and 
it was true, spontaneous "people 
power" which played an essential, 
brave role in forcing him, his wife Im- 
elda and their powerful entourage to 
flee. 

Even when the Philippine econ- 
omy nosedived so drastically that it 
neared bankruptcy in the early 1980s, 
Marcos retained what seemed an un- 
assailable grip on the helm. With the 
media controlled by Marcos as- 
sociates and relatives, the average 
Filipino did not realise that the 
country's foreign debt had spirall- 
ed from US$2.2 billion in 1972 — 
when Marcos declared martial law — 
to US$28 billion in 1986; that the an- 
nual growth rate of more than 676 in 
the mid-1970s had tumbled to a nega- 
tive growth in the past two years of his rule, 
or that real wages had steadily dropped 
while unemployment soared to more than 
20%. 

When Marcos first took power in 1965 
the Philippines had a comparatively robust 
economy - leading all of its Southeast 
Asian neighbours and even Taiwan and 
South Korea. When he made an involuntary 
exit 21 years later it was the region'sesick 
man. Three yeays after Marcos’ departure, 
the Aquino government has turned nega- 
tive growth around to a positive 5.3%, and 
i tripled in the same period. 
illness deprived the ageing 

stre he had been so careful 
his attempts during his 







Marcos knew his people's weaknesses — 


final years in power to maintain the image of 
a still-youthful strongman, Filipinos began 
to believe the stories about his kidney trans- 
plant and blood transfusions. 
Throughout most of his rule, he had consis- 
tently managed to deceive his people not 
only about his health but also his real po- 
litical intentions which, viewed with 
hindsight, were often so selfishly motivated. 
For two or three years after Marcos im- 
posed martial law on what had been a free- 
wheeling, US-style democracy in 1972, most 
Filipinos tended to believe that he was using 
discipline to bring in necessary reforms and 





to defeat the growing communist and 
southern Muslim insurgencies. But as the 
years of authoritarian rule rolled on, many 
began to realise he was using his extraordi- 








Marcos in stone: ‘what he wanted, he got.’ " 


nary powers to keep himself and his coterie 
of cronies rich and powerful. 

Only in the final years of his rule did the 
reality dawn on Filipinos that Marcos — 
who under the constitution would have had 
to step down from the leadership at the rela- 
tively young age of 56 in 1973 — was using 
drastic means to ensure he remained at the 
top. From the late 1970s onwards, Marcos' 
credibility began to slip to the extent that at 
the end few trusted his sincerity, or that of 
his ministers. _ . 

A consummate politician; aruthless, cor- 
rupt dictator; a vengeful infighter and su- 
preme tactician; a man who vas merciless 
with his opponents but too soft with his 
cronies — these are the most popular de- 
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scriptions of him. In fact, Marcos was not e 
ceptionally ruthless; nor was he benign an 
popular. Even his lengthy tenure in powe 
was not remarkable by contemporary Asia 
standards. 

The first major challenge to Marco: 
power came shortly after he had bee 
elected in 1969 to serve his second four-yec 
term as president, in the days when th 
Philippines was a full-blown democracy i 
the style of its erstwhile American coloni: 
ers. In the early 1970s a spate of massive stt 
dent-led demonstrations began, protestin 
against the exploitative, élitist system whic 
Marcos espoused and against unemploy 
ment, corruption and feudalism. 

His image at that time was of a courage 
ous leader who toughed it out even when a 
angry mob of radical studen 
was baying at his doorstep. Yet i1 
siders who were with Marcos ; 
Malacanang Palace at the time se 
that he panicked briefly and thi 
his initial reaction was more cowar 
ly than brave. His claim that F 
was a heroic guerilla leader again 
the Japanese invaders during Worl 
War II was demolished by resea 
chers shortly before his political dı 
mise. 

Marcos managed to ride the wav 
of opposition, comfortable in the fa 
that he was a legally elected pres 
dent, but also using his considerab 
oratorical gift to engineer an image í 
being more behind young people 
desire for a transformation of societ 
than the target of their wrath. 


any other Filipinos sougl 
his ruin in the years follov 
ing his imposition of marti 

law in September 1972, which he sai 
was only a temporary expedient to tack 
revolutionary threats to the nation’s stabili! 
from both the Left and Right. But Mar« 
managed to retain his authoritarian powe 
always taking care to ensure that evei 
move to bolster it appeared totally legi! 
mate. 

His major mistake was, under pressu 
from a US ally worried about his dictatori 
image, to call a "snap" election in Februai 
1986. At the time, he did not expect Corazo 
Aquino, the widow of his main political riv 
Benigno Aquino, who had been assass 
nated at Manila's intern&tional airport in Ai 
gust 1983, to run against him. The murder: 
the popular Aquino — whom Marcos ha 
initially kept in jail for eight years — on h 
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return from voluntary exile in the US was 
widely believed to have been ordered by 
Marcos’ power circle, and sparked the po- 
pular opposition campaign which eventu- 
ally led to Marcos’ downfall and exposure of 
his misdeeds. 

After a massively fraudulent election, his 
former staunch lieutenants, then defence 
minister Juan Ponce Enrile and vice—chief of 
staff of the armed forces Gen. Fidel Ramos, 
led a revolt which forced him on 25 February 
to flee the country in a US Air Force aircraft 
with his family, his loyal military enforcer, 
chief of staff Gen. Fabian Ver, other close of- 
ficials and cronies. 

Perhaps his main political gift was an 
ability to make courageous gambles — such 
as the imposition of martial law in 1972 — 
which he always thought out carefully in ad- 
vance before making a lightning strike. His 
style dazzled the Americans, an all-impor- 
tant factor for a Philippine leader, who — 
with the notable exception of former presi- 
dent Jimmy Carter’s administration — were 
prepared largely to overlook his regime's 
constant abuse of human rights as long as he 
retained stability in a country so strategically 
important to Washington, with its massive 
US military bases. 

Marcos was born in Ilocos Norte, a pro- 
vince in the infertile northwestern region of 
the Philippines’ main island, Luzon. In the 
clannish Filipino way, he stocked his armed 
forces’ leadership, his ministries and many 
of the country’s major industries with 
Ilocano lieutenants on whose unswerving 
loyalty he depended. They in turn expected 
the financial patronage by which Marcos, 
according to his successors, drained the 
state coffers and business community to 
provide. 

Marcos' first battle was fought in court. 
n the late 1930s, while still a college under- 
yaduate, he was coftvicted of murdering an 
issemblyman who had defeated his father, 
Jon Mariano Marcos, in an election. But the 
oung Marcos eloquently appealed against 
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Marcos at the height of his powers; decline before the fall. 





the verdict in the Supreme Court and was 
acquitted in 1939. Leading lawyers at the 
time described his defence as brilliant, and 
after World War II Marcos went on to top 
the bar examinations at the prestigious Uni- 
versity of the Philippines with a rating un- 
surpassed to this day. 


dent Diosdado Macapagal, of the Lib- 

eral Party, to begin his first term as presi- 
dent of the Philippines. Money and the 
power it brought were important to Marcos. 
After his first term as president he sought re- 
election in 1969 and defeated Liberal Party 
challenger Sergio Osmena in what went 
down as one of the most expensive and 
most violent presidential elections in Philip- 
pine history. In fact, such vast sums of 
money were spent on the election that soon 
afterwards Marcos had 
to devalue the peso. 

After declaring mar- 
tial law in 1972, Marcos 
systematically disman- 
ded the business em- 
pires of all those oli- 
garchs who were not 
in his camp, such as 
Eugenio Lopez, once 
Marcos' main political 
financier, whom he di- 
vested of the electric 
power corporation Mer- 
alco and a publish- 
ing and broadcasting 
empire. Newspapers 
and the broadcasting 
media were handed 
over to Marcos' friends 
and relatives, as were 
several other key indus- 


[: 1965, he defeated incumbent presi- 









Roberto Benedicto, the country's 
leading civil contractor Rodolfo 
Cuenca and manufacturers Ricardo 
Silverio and Hermino Disini were 
among Marcos’ coterie of busi- 
ness cronies who enjoyed state 
privileges which allowed them to 
prosper (though several failed 
nevertheless) and in turn enabled 
Marcos' family to become fabul- 
ously rich. 

If Marcos had decided to quit 
while he was still quite popular in 
the late 1970s, he could so easily 
have laid claim to a position of na- 
tional hero. But it was largely 
through his and his wife Imelda's 
greed as well as the return of loyalty 
largely in financial terms that he 
gained a wide reputation for venal- 
ity. But while Imelda, whom he 
married in 1954 after an 11-day courtship, 
obviously enjoyed the material aspects of 
unlimited wealth, the president himself led 
a comparatively simple life for a man in his 
position. For him it was the power that 
money brought rather than its comforts that 
appealed. 

Another source of power which he pro- 
ceeded to build up and tap throughout his 
authoritarian years was the military. Marcos 
had been accused of using the Philippine 
armed forces, which more than doubled in 
size during the martial law years, as his own 
private army. 

Unlike his assassinated —arch-rival 
Aquino, Marcos did not rely on charm and 
charisma to identify with his people — 
though he could switch on both with devas- 
tating effect when necessary. Rather, he 
ruled by preserving an image of power, cun- 
ning and absolute au- 
thority. 

From exile in Hon- 
olulu, Hawaii, Marcos 
made * several appeals 
to the Aquino govern- 
ment to be allowed 
to return home. Senate 
President Jovito Salon- 
ga reported in January 
that Marcos had agreed 
to return US$5 billion 
to the Philippine Gov- 
ernment if he was al- 
lowed back into the 
country. Aquino ig- 
nored the purported 
offer, and Salonga said 
Marcos should not only 
return all his ill-got- 
ten wealth, but should 
apologise to the Filipino 
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at thelegend in Manila. 
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: A single duck feather might seem from England and making our own 
inconsequential. Put enough pillows. It's just one example of 
of them into a pillow, the attention to detail that 
however, and you have a treasure has made Mandarin Oriental a legend 
indeed: a virtual guarantee amongst hotels. Whether you 
of a superb night's sleep. stay for business or pleasure 
At Mandarin Oriental, we ensure that in Manila, you will find nothing short of 
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what you get, by importing even a feather is something 
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ust because I think everything's better 

in Shanghai than in Peking, people 

call me a Shanghai chauvinist. Well, 

l'd go even further and say that if 

everything is not better, it's because Peking 

1 has itin for the Shanghainese. Unto him that 
^" 





hath shall none be given seems always to 
have been the Peking approach to Shang- 
hai. I find it very telling that while the 
number of public lavatories in Peking went 
up from 5,590 to 6,375 between 1979 and 
1986, in Shanghai it grew from a measly 696, 
yes 696, to all of 950. 

One can't make enough of the fact that 
Shanghai has had a raw deal. It's as if its 
former capitalist plenty had to be singled out 
for particular execration. It was an obvious 
target for socialist abuse, I suppose, like any 
Babylon. Cities are there to produce things, 
not consume them, Mao had said, showing 
how little he understood cities. 

Since money spent on sewerage, hous- 
ing and so forth ranks as non-productive in- 
vestment, much of what passes for mod 
cons in Shanghai dates from the 1940s. And 
just to have a flush toilet in this city counts as 
luxury; half the homes — 70,500, to be exact 
— still make do with chamber-pots and 
commodes. 

"^| prefer chamber-pots myself,” said a 
commode emptier I interviewed, a 72-year- 
old widow who answers to the name of 
Mao's Mum (no relation to the late chair- 
man); "they're less heavy." Mao's Mum has 
been emptying commodes for a living since 
1953. She does 18 a day and makes Rmb 90 
(US$24) a month, charging an extra Rmb 
0.50 each for the ones she has to fetch from 
the upper storeys. “Nothing to it," she told 
me. "You collect them two or even three at a 
time, depending on how full they are; carry 
them to the commode-emptying station [of 
which there are, my researches later reveal, 
3,400 in Shanghai]; give them a swill under 
the tap; and back they go where they came 
from." 

When she started in this business, it was 
not so easy; she had to be constantly on 
guard against thieves, who were in the habit 
of making off with the commodes' brass 
handles. 

“Well, I wouldn't know about that," said 
the one they call Pockmarked Auntie, “Tve 
only been a few years in this business." 
Younger and tougher than Mao's Mum, 
and like all immigrants more ambitious and 
hardworking, Pockmarked Auntie does 70 
«*ommodes a day? earning Rmb 350 a 

month, more than three times the take- 
ome pay of a teacher. 

A rural migrant with no household regis- 
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Guest Traveller’s Tales 


tration in Shanghai, Pockmarked Auntie 
used to work as a live-in servant (sleeping 
on the floor, on copies of the Liberation 
Daily), and took in washing until such time 
as she found herself a husband. He is an 
epileptic (very bad news in China), and she 
married him just to have somewhere to 
live. 

I nerved myself to inspect the place 
where the commodes are emptied: a con- 
crete trough half filled with muck of a diar- 
rhoeal consistency, sharing a roof with an 
unspeakable public urinal, from which it is 
separated by a carious wall. Each morning a 
tanker-truck comes to suck out its contents 
and to deliver them to one of the city’s night- 
soil quays (of which, my researches further 
reveal, there are more than 60), where they 
are loaded on to nightsoil barges. The night- 
soil ends up on the cotton, rice and vegeta- 
ble farms in the city outskirts; and in the 
fields of Jiangsu and Zhejiang provinces. 
Some 7,100 tons make the journey by boat 
each day, while 700 tons go directly by road 
in tankers. 

Most of the nightsoil quays are to be 
found along the Suzhou Creek, but a few lie 





One of the commode emptiers: makes more money than a teacher. 


alongside the Huangpu River, Shanghai's 
cloaca and artery. I looked at one near the 
Shiliupu waterfront, part of what used to be 
the French Bund, and noticed that the city’s 
garbage went into the waiting barges at 
another stretch of the same landing. The 
place, I haveeto say, is not for the queasy 
tourist. 

| was with a friend, who thought that to 
get things ir? proportion I ought to inspect 
the toilet of her new flat, the one for which 
she had to wait only five years, her father 
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being high up enough in the party to pull 
strings. 

She lives on the wrong side of the 
Huangpu River, in Pudong, a suburb now 
linked to downtown Shanghai, I was 
pleased to note, by a newly built tunnel. I 
found the bathroom strangled with un- 
painted pythons of pipes, so cramped and 
poky that bathing would be an acrobatic 
exercise. 

Thoughtfully, my friend had invited Mr 
Chen, an official from the Environment and 
Sanitation Bureau, to talk to me about night- 
soil. He told me what I had already guessed, 
that disposing of the stuff had become a ter- 
rible headache. The peasants want only a 
fifth of what is allocated to them under the 
plan. They prefer chemical fertilisers and 
are now rich enough to buy them. What's 
more, the plots have become smaller with 
decollectivisation and there is no room for 
cesspools. 

“How times change," sighed Mr Chen, 
who remembers the days when the bureau 
had to post guards at the quays to nab 
pilferers. "Peasants would creep up in 
their own boats to steal the stuff. Liquid 
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gold, it used to be called," a misnomer now. 
We grew nostalgic, he for more organic 
days, I for the Shanghai of lore. It was hard 
not to be reminded of Cassia Ma, who estab- 
lished a monopoly of the nightsoil business 
— underwritten by the city’s mobsters, of 
course — and who was known toeall as the 
Nightsoil Queen. You can dislike nine- 
tenths of what the old Shanghai Stood for 
and still can't deny its fascination. The only 
people who can are those stodgy types in 
Peking. LN 
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ARTS AND SOCIETY 





TAIWAN 


Hou Hsiao-hsien focuses his camera’s eye on the once taboo history of 1947 














By Lincoln Kaye in Taipei 
he three digits — 2-28 — refer to 28 
February 1947, and sum up 


Taiwanese resentment of the mar- 

tial law occupation by mainland 
camp followers of Chiang Kai-shek's de- 
feated Kuomintang (KMT). On 28 February 
1947, mainlanders and Taiwanese clashed in 
bloody riots. In the ensuing repression, KMT 
troops systematically slaughtered the cream 
of Taiwan's intelligentsia. 

Just a couple of years ago, any public 
mention of the 2-28 episode, as it has come 
to be known, would likely be enough to 
earn a jail term. Now, a 150-minute feature 
film on the build-up and aftermath of 2-28 
has earned a prestigious international film 
award for director Hou Hsiao-hsien. His A 
City of Sadness won the premiere award, the 
Golden Horse, at the Venice Film Festival in 
September. 

The film's international acclaim has left 
Taiwan's government — still under the KMT, 
but a much evolved KMT — with little choice 
but to join the kudos. Hou was welcomed 
back from Venice by official spokesman 
Shaw Yu-ming, the effective information 
minister. A City of Sadness will premiere in 
Taipei on 14 October in its full, uncensored 
version. In Venice, Hou was shocked to dis- 
cover that, withoutconsulting him, producer 
Chiu Fu-sheng had "voluntarily" excised a 
two-minute sequence showing KMT troops 
rounding up underground student re- 
volutionaries in their mountan hideout. The 
scene has since been restored. 

Part of the reason for making a film at this 
time about the 2-28 epoch is that the subject 
has only just become mentionable. It still 
retains its novelty, without the attendant 
risks. Then, too, the film's setting fits the 
current vogue among Taipei yuppies for re- 
viving the sense of glamour of the 1940s. 

But the resonances go far deeper than 
mere fashion, Hou is convinced. His film 
zeroes in on the four-year interlude between 
the retreat of the Japanese colonial authority 
and the consolidation of KMT power. For 
Taiwan, this was a time of flux and promise 
— all too soon belied, and not experienced 
again here until just the past couple of years. 

"Everything was in the air in post-war 
Taiwan," Hou explains. "Through no effort 
of their own, people here one day found 
themselves free of the Japanese yoke. Most 
were euphoric about being reunited with 
the Chinese motherland. Few realised how 


A city of sadness 


far apart Taiwan and China had grown dur- 
ing the 51 years of separation. 

"Socialism was all the rage among intel- 
lectuals; the Maoist and Stalinist legacies 
were as yet unknown. The KMT main- 
stream was still on the mainland; Chen Yi 
[the first Republican Chinese governor of 
Taiwan] was a fringe character from the 
party's extreme rightwing. The Americans 
didn't come in force til after the Korean War. 
5o it was all free-space. New relationships 
were working themselves out at the ground 
level all over the island," he says. 

No such ferment was known again until 
the lifting of martial law in 1987. And Hou 
finds striking parallels between the late 
1940s and present-day Taiwan. Once more, 
a new political order — purportedly demo- 
cratic pluralism, this time — has been ab- 
ruptly mandated from above. Once again 
Taiwan-mainland contact is cautiously 
reopening. Once again, hopes run high. So 
do suspicions. 

The key difference Hou sees between the 
post-war years and the present is that — for 
better or worse — modern society lacks "the 


some face-conscious Taiwan nationalists. 

No matter, says Hou. The fact of Taiwan 
life, right up to the present, is that grassroots 
power is wielded mainly by petty vice- 
lords. Their feudal ways served as much to 
stabilise as to subvert society, Hou suggests; 
indeed, Taiwan's current rash of violent and 
capricious crime can be partly ascribed to the 
weakening of gangland control. 

Under the Japanese, as under the KMr, 
local bosses served as a crucial buffer be- 
tween ordinary Taiwanese and the often 
arbitrary officialdom. They made "big prob- 
lems small, and small problems disappear," 
says the Lim clan’s wispy old patiarch 
(played by Li Tien-lu, a 79-year-old tradi- 
tional puppeteer and neophyte screen 
actor). 

During the post-war interlude, the Lims' 
local suzerainty is challenged by a real gang 
of Shanghai city-slickers. Lim's middle son, 
who had been drafted as an interpreter in 
Shanghai during the Japanese occupation, 
tries to intermediate between the two gangs. 
The Shanghainese betray him to the KMT as 
a Japanese collaborator, and he is beaten 





Hou's recreation of Taiwan of the 1940s resonates today. 


idealism, the purity" of the 1940s. Neverthe- 
less, present-day Taiwan could well draw 
both inspiration and cautionary lessons 
from a film about the post-war flux and its 
impact upon a traditional family. 

A family saga, Hou feels, makes a more 
powerful historical statement than a 
documentary format because, for Chinese, 
the family is "the mirror and symbol" of so- 
ciety. The particular Lim family he chooses 
to focus upon in A City of Sadness — a 
small town gangster clan — may irk 
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into imbecility before the Lims can buy his 
way out of police custody. 

Eldest son Lim Wen-heung (bullishly 
played by the profanity-sputtering Tai- 
wanese ham actor Chen Sown-yung) tries to 
adapt the family business to the new order. 
He revamps the Lims' girlie bar from Japan- 
ese to Chinese style and gets into smuggling, 
between Taiwan and thé mainland. Conser- 
vative and coarse, he tries to steer clear of the 
treacherous political and social currents off 
the time. But his temper gets the better off 
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. him, and he winds up shot dead in a feud 


. with the Shanghainese. 


| -ching (played by Hongkong matinee idol 


_ Tony Leung), as the unlikely head of the. 
-> house of Lim. A deaf-mute since a child- 








.. hood illness, Wen-ching’s affliction éxempts 
. him from gangsterism. He sets up a photo 

studio and lives on the fringe of a salon of 
rather starry-eyed intellectuals. 


When 2-28 erupts, Wen-ching gets. 


: caught in the dragnet, while his room-mate, 
Hinoe, takes to the hills to set up a guerill: 


band. Hinoe's sister, Hinomi (whose ro- - 


mance with Wen-ching provides the requi- 
site love interest) works as a nurse in the 

. hospital. 

. As the 2-28 riots gather momentum, Hou 

. cuts back and forth between the white 
antiseptic walls of the hospital and the 
whitewashed walls of Wen-ching's prison. 
The violence is all off-screen, implicit only in 
the sound of distant shots and the spreading 
red stains on the hospital tiles. Now and 


then, the serpentine voice of Governor 
.. Chen Yi broadcasts platitudes in heavily ac- 
^ cented Mandarin ("sounds like Radio. Pe- B 





king after Tiananmen,” Hou remarks). © 
After elder brother Wen-hung buys 
out of jail, Wen-ching wants to join Hin 
the hills, but is sent back to marry 
(hauntingly played by ingenue Hsin Shu- 
fen, Hou's "discovery") and to act as a 
courier for the Taiwanese underground. 
Once Hinoe's band is rounded up (in the 
celebrated two-minute sequence), the police 
soon take Wen-ching away. A City of Sadness 
ends with the old patriarch and the imbecile 
son staring vacantly at each other, the only 
- ones left at the family dinner table. 
To bring off a story this complex (not to 
mention this long), Hou has had to develop 








a whole new cinematic grammar for himself 


in the two years since his last feature. Aside 
from his sole attempt at a mass audience 
movie (Daughter of the Nile, made in 1987 and 
a critical and commercial wipe-out), most of 
< Hou's films have been lyrical, slow-paced, 
<- semi-autobiographical and artsy. 
But the look of A City of Sadness is slicker 
<-> and more controlled than anything attempt- 
ed before by Hou or any of his Taiwan New 
"Wave colleagues. It is an indoor film, for the 
‘most part, the better to reflect | 
trophobic relationships it describes. 
- The indirect lighting, fussily detailed cos- 
„tumes and sets, the excruciating geometry 
of the compositions recall Satyajit Ray, 
‘rather than the Japanese samurai movies 
Hou grew up on. Outdoor long shots come 
.almost as a relief, despite the gloomy con- 
tent of most of them: a darking har- 
ourscape, the mountain guerilla hideaway, 
fen-heung’s drizzly funeral, an oddly 
enacing lion-dance in the street. 
.  Lecations play $o crucial a role in the 
mood of the film that Hou and his two 
iptwriters had to spend months scouting 
r places to shoot. Often, the interior and 
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exterior shots of purportedly the same build- 


ing had to be shot in locations far removed 


That leaves the youngest son, Wen- : from each other. Part of A City of Sadness had 


<: to be filmed in the mainland city of Xiamen, 


since uncluttered examples of traditional 
Taiwanese architecture have all but disap- 
peared from the island. 

Actors, like sets, had to be found on a 
catch-as-catch-can basis. Many non-profes- 
sionals were used, which required script re- 


: visions in mid-filming. This sort of improvi- 


sational energy, Hou is convinced, makes 
for more exciting films. The Venice prize 


-came as no surprise to him; if he had been 
able to finish A City of Sadness in time for the 


Cannes Festival, he is confident he would 


- have won there, too. Third World countries, 


with their social and creative flux, produce 
far more original films than the West these 
days, Hou says. 

And Taiwan, he adds, is still very much 
a Third World country, cinematically. A 
City of Sadness was produced for NT$30 
million (US$1.16 million) — a block- 
buster, by local standards. To raise that 


m money, Hou reportedly had to turn 





to -financiers affiliated with the Tien 


Tao Meng, a leading mes group 


savoury sort of backing that Hou had to 
muster, a Taiwan academic suggests. “To _ 
make a movie about 2-28, even now, you . 
have to have the implicit sanction of the - 
KMT. They know they can no longer sup- 
press the episode, so they might as well use . 
a skilled technician to 'sanitise' it," he said. 

If A City of Sadness is supposed to be a- 
KMT-approved portrayal of the 2-28 era, ; 
it is hard to imagine what the unauthorised .. 
version might look like. Nevertheless, Hou- 
concedes that he anticipates more static - 
from Taiwan liberationists than from the 
government — "because I focus not on the 


atrocities, but on the human side of the d 


story." 
That's the side that naturally interests 
him, as an artist. At 43 years of age, he says, 


he is quite ready to graduate from autobio- E 


graphy, and is considering another historic 
film for his next project. Possible subjects: 


the short-lived Nanjing government of db 


Wang Jingwei; Mao Zedong's Yenan re- 
doubt; or Taiwan's 17th century colonial his- 
tory under the Dutch and Spanish. " 





dinoi PHILIPPINES 
" Hinomi 


Church annulments are the only way out of marriage 


Divorce Filipino-style 


me""(———— N a anaa e E 


hen it comes to divorce in the 
W Philippines, the Filipino Muslims 
do it, the rich do it, even com- 
munist rebels do it. But no one else can, for 


the country remains one of the last Roman 
Catholic outposts to resist the legalisation of 


divorce. The rich slink off to the US or Hong- 
kong, the New People's Army guerillas con- 
sult their own tribunals and Muslims turn to. 


Shariah courts. Everyone else stays legally 

Judging from opinion polls, that is the 
way Filipinos like it. A September 1988 
national survey conducted by the Social 
Weather Station, an independent research 
group, showed that 80% of voting-age 
adults opposed the legalisation of divorce. 
Opposition was weakest among Manila 
residents, with only 69% opposed, and 
strongest among, rural respondents, with 
83% against legalisation. 

An Ateneo de Manila University study 
conducted one month earlier came up with 
similar numbers, and listed reasons for op- 
position. “Divorce will destroy the family, 
and cause helplessness, delinquency, insec- 
urity and coffusion among children,” was 
the response chosen by 26% as the reason 
for their opposition, Religious reasons were 
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given by 21% of the survey’s respondents. 

However, underneath all this resistance 
to legal divorce, there is a nether world of 
Philippine marital relations. It is a world 
where the querida (mistress) system shows 
unflagging institutional vigour, à world 
where men at all socio-economic levels boast 
of two, sometimes three sets of offspring, a 
world where partners are east off and others 
are acquired outside the realm of civil or 
ecclesiastical law. In this world, women 
most often end up the losers. 

“To me, is hypocrisy,” says Socorro 
Reyes, a separated mother of one and chair- 
man of De La Salle University's political 
science department. And Fr James Reuter, 
director of mass media for the Catholic 
Church of the Philippines, says: 


disastrous. Marriages are under fire." 7 
Families are more likely to stay together _ 
in rural areas, where neighbours watch each 
other closely and hiya (shame) acts as a 
strong disincentive to scandal. But within 
larger towns and urban areas, more and 
more marriages are disintegrating e“ Among 
those who are so Westernised, usually the 
educated ones, there is an irfcreasing 
number of broken marriages," says fr 
Ruben Tanseco, a marriage counsellor for 
the past 20 years. Tanseco adds that while 
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number of couples that have split up so 
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the incidence of infidelity tends to be higher 
among the wealthy, Filipino machismo cuts 
across class. Lower-income men also plunge 
into relationships with women other than 
their legal or common-law wives, he says, 
they just do not support these women as 
upper-class men do. 

Statistics betray scant evidence of this 
conjugal crisis. In 1987 — the most recent 
year for which the Vatican has complete re- 
cords — the number of “declarations of nul- 
lity” granted by the Roman Catholic Church 
for the entire Philippines was only 29. In the 
US, a country of 54 million Catholics com- 
pared to 48 million in the Philippines, more 
than 40,000 declarations of nullity were 
granted. 

Most irreconcilable couples have also 
failed to take advantage of a new Family 
Code that took effect in August 1988, greatly 
expanding the grounds for legal separation. 
In Manila’s regional trial court, for example, 
only 17 legal separation cases were filed in 
the year preceding the new code. The fol- 
lowing year, 44 cases were filed. More than 
400,000 marriages were performed in the 
Philippines in 1987, 240,000 of them with the 
blessing of the Catholic church. 

Those with a will to remarry on Philip- 
pine soil generally find a way. Some priests 
agree to perform a “marriage of con- 
science” for those who have obtained 
church annulment, but lack the cor- 
responding civil annulment neces- 
sary for remarriage. The records 
are placed in the archives of the 
church, but withheld from the gov- 
ernment. 

Aside from the occasional Christ- 
ian who converts to Islam in order 
to maintain multiple wives, the 
Filipino version of the quickie di- 
vorce involves bribing municipal 
hall officials to remove marriage re- 
cords from files or computer disks. 
Some bribe the town mayors who 
married them in the provinces, and 
proceed to Manila for second marriages. 
How many people have remarried? “For- 
tunately, we don’t have the statistics,” says 
Under-secretary of Justice Silvestre Bello 
III. 


n 


do not bother with civil or canon law 

when it comes to their personal lives. 
Cultural emphasis on non-confrontational, 
face-saving solutions to problems helps ex- 
plain the low incidence of church annul- 
ment and legal separation. Those without 
property to divide see little point in pursuing 
legal separation, since they cannot legally 
remarry. Many qannot afford the time or 
money involved in what is bound to be a 
protracted legal battle. 

Most*Filipinos also believe that church 
annulment is reserved for the rich, though 
in fact, the P8,000 (US$364) fee can easily be 
waived with a letter from a parish priest. 


T here are many reasons why Filipinos 


Marriage is forever, at least legally. 


Out of 25 cases processed at Manila's Mar- 
trimonial Tribunal last year, only 11 pay- 
ments were made in full, while 14 cases 
were handled for free or for partial payment. 

However, parish priests also have had a 
hand in keeping down the number of annul- 
ments. Catholic marriage tribunals turn 
away 60-70% of the couples who seek their 
help, and many are discouraged by their 
local priests from even approaching the tri- 
bunals. "Priests try to keep together people 
who shouldn't be together," says one Mani- 
la clergyman. 

In June, the Catholic Church embarked 
on a somewhat muted crusade to popularise 
annulment and make it more accessible to 
the masses. Priests from around the ar- 
chipelago gathered in Manila for an two- 
week seminar on establishing marriage tri- 
bunals. Prior to the seminar, only eight tri- 
bunals existed, though canon law requires 
every diocese to have one. "The church has 
marriage laws, and some of these laws are 
being violated," explains Archbishop Oscar 
Cruz, who is spearheading the campaign. 
"Without tribunals, those laws would some- 
how be sterile." 

However, only four tribunals have been 
set up since the seminar. A tribunal func- 
tions much like a court of law, except the 
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witnesses confess secretly to a panel of 
judges. One priest, the “advocate,” works 
as the couple's lawyer to help them deter- 
mine the grounds for annulment; another 
priest acts as the "defender of the bond." 

"Lack of due discretion" is the most com- 
mon ground for annulment in the Philip- 
pines. This means that the spouse did not 
have the maturity to enter marriage, was 
coerced into marriage, or does not have the 
ability to lead a married life. In practical 
terms, this covers a wide range of situations 
such as shotgun weddings, drug and al- 
cohol problems, those incapable of fidelity, 
and those with a mental illness. 

If all this seems a bit irrelevant in light of 
the tiny number of annulmentecases, it may 
soon take on heightened importance. On 
30 August, the House of Representatives 
quietly passed a bill that woud automati- 
cally legalise church annulments, providing 
a de facto divorce law. This would make it 
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unnecessary to obtain both church and civil 
annulment prior to remarriage. The House 
bill has not yet become law — a similar bill is 
still in a senate committee — but if it does, 
the resulting flood of annulment applica- 
tions may overtake Cruz' campaign. 

Of course, the possibility of a law grant- 
ing legal status to church annulments has 
sparked contention in both the Catholic 
hierarchy and in legal circles. Catholic offi- 
cials are leery of the law because it would 
legalise not only Catholic church annul- 
ments, but those granted by any established 
church or religion in the Philippines. They 
fear the bill will spur the proliferation of 
bogus tribunals. 


has attracted other critics. The Univer- 

sity of the Philippines Law Centre, for 
instance, claims the bill would allow "en- 
croachment on the judicial power vested 
solely in the state courts." 

On the other side, Pilipina, a feminist 
group, supports the bill, claiming it will save 
women the expense of going through both 
the church and the state process of ending a 
marriage. Many Philippine feminists want 
more than legalised church annulment, but 
they have been reluctant to push for it. 

Ironically, some Filipinos argue 
that divorce may be the only way to 
preserve the institution of marriage. 
“Officially, I’m against divorce in the 
Philippines," says a middle-aged 
priest. “Unofficially, I think it would 
be the greatest thing that could hap- 
pen, because it would knock the 
lights out of the men. Morals would 
change completely.” If the men 
knew that they were risking divorce, 
alimony and child support, the 
priest says, perhaps they would have 
greater incentive to stick to the 
nest. 

“The legalisation of Muslim di- 
vorce has kept the family more 
solid,” argues Musib Buat, a National 
Labour Relations commissioner who as- 
sisted in the codification of unwritten 
Muslim personal laws in the 1970s. (The 
Shariah courts were established in 1985.) 
"Ihe men are more conscious of the 
women's rights." Economic conditions, 
Buat adds, have led to fewer Muslim men 
taking second wives. 

The fact remains, however, that divorce 
will not come to the Philippines in the near 
future. Former president Ferdinand Marcos 
kept a divorce decree at hand in case the 
Catholic church got too uppity, but he never 
signed it. Imelda Marcos sought to have for- 
eign divorces recognised under Philippine 
law after one of her daughters fell in love 
with a Filipino divorced overseas, but she 
did not succeed. And mfst Filipinos believe 
that President Corazon Aquino, with her 
dose ties to the Catholic church, would 
never sign such a law. a 


Į: is the church and state question that 
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Impressed by how pain 
results in exceptional performance, a 
shipping magnate chose the Ferrari Testarossa. 


research 





Hechose Merrill Lynch forthe same reason. 
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Each time he slides behind the 
wheel, he listens appreciatively to 
the finely tuned engine. He delights 
in its power and its meticulous 
engineering as well. 

His appreciation of precision 
also led him to Merrill Lynch. 

With Merrill Lynch's top-ranked 
research team, our clients have 
access to market information 


arourld the globe, around the clock. 


50 they can skillfully maneuver 
in the world financial markets. 


1989 Merrill Lync? 


And through the unique combina- 
tion of a Merrill Lynch Financial 
Consultant and a Merrill Lynch 
Private Banker, we help all aspects 
of our clients’ personal finances 
run smoothly. 

Research that results in 
performance is a point of pride 
with us. 4t's one that has certainly 
not gone unnoticed by one very 
particular shipping magnate. 

For more information about 
how you too may benefit from our 


research and our performance, 
call your Merrill Lynch Financial 
Consultant. Or write in complete 
confidence to Nancy Meyer, 
Merrill Lynch, St. George's Build 
ing, 12th Floor, 2 Ice House 
Street, Central, Hong Kong, 
Tel: 852-5-8445768. e 


S Merrill Lynch 


À tradition of trust. 








MCP. computer 
companies network 








elp electrical supply 
eir outlets. 


I. the supply and distribu- 
tion business, like many others, 
creating networks to link dozens 
of outlets is a common need. It 
often requires different com- 
puters in different locations to 
talk to each other. 

That can be a problem, par- 
ticularly if those computers 
weren't designed to recognize 
that most computer rooms today 
contain equipment from more 
than one manufacturer. 

Thats why, when we devel- 
oped NCRNet, our overriding 
objective was to achieve an open 
modular communications net- 
work architecture. One based 
upon current industry standards. 

While NCR strongly supports 


the emergence of OSI as the 


communications architecture of 


choice, we also recognize our 


customers will be making 





choices among several com- 
munications technologies for 
some time to come. So in addi- 
tion to OSI, NCRNet includes 
other popular protocols: X.25, 
BSC, Async, NetBIOS, TCP/IP 
and SNA. 

We take this same approach 
to all of the products we develop. 
Because we believe very strongly 
that only computers that can 
co-exist, should exist. 

At NCR we keep our systems 


open so you can keep your 


options open. 
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Mightier than the sword 


The Cambridge History of Japan, 
Volume 6: The Twentieth Century edited 
by Peter Duus. Cambridge University Press, 
New York. No price given. 


Anyone tempted to make predictions 
about the future of the Japanese economy 
might well consider the record of some re- 
cent prophets. In 1957 Edwin O. Reischauer 
noted the healthy political gains which had 
been made and then turned to the bad 
news. “The economic situation in Japan 
may be so fundamentally unsound that no 
policies, no matter how wise, can save her 
from slow economic starvation and all the 
concomitant political and social ills that situ- 
ation would produce,” he wrote in The Unit- 
ed States and Japan. 

A generation earlier, one probably would 
have turned to Japan's Economic Position by 
economist John E. Orchard for a reliable esti- 
mate. "Japan's possibilities for industrialisa- 
tion," he wrote in 1930, "are limited and 
there seems to be no prospect that Japan can 
attain a position of major importance as a 
manufacturing nation . . . The past has been 
beset with difficulties; the prospect for the 
future none too brilliant." 

With the paucity of economic research on 
Japan in 1900, the reader might have been 
willing to settle for Rudyard Kipling's lac- 
onic assessment: "The Japanese should 
have no concern with business. The Jap has 
no business savvy." 

In a masterful introductory essay to The 
Cambridge History of Japan, editor Peter Duus 
cites these remarks, at least the first two of 
them, to make the point that such pessimis- 
tic images prevailed until the 1960s. Only 
then did evidence of Japan's unfolding eco- 
nomic miracle stimulate a more positive 
evaluation. At the same time, with the 
emergence of developmental economics as 
an academic sub-speciality, Japan began to 
be identified as a model for "late developing 
countries" to follow and Japan experts from 
many disciplines began to explore Japan's 
recent past to unlock the secrets of Japan's 
stunningly successful transition from the 
traditional to the modern. 

The need to understand that transi- 
tion has been underscored in recent 
years as the shift in the balance of the 
world's political and economic power 
towards the Pacific Rim becomes more and 
more apparent. . 

Now, with the appearance of Volume 6, 
the first to be published of The Cambridge 
History of Japan series, we have the kind 
of depefidable guide that is needed. This 
sgries, in the works for more than a decade, 
follows the traditional manner of the Cam- 
bridge histories by assigning chapters to the 


most distinguished scholars in the fields 
covered. 

About half of the contributing authors to 
this volume have Japanese surnames. Judg- 
ing from the heavy reliance upon Japanese- 
language source materials throughout, the 
remaining contributors are completely at 
home in both Western languages and Japan- 
ese — a measure of the expansion of Japan- 
ese studies in the West in recent de- 
cades. 

Collaborative volumes of this kind are 
often disjointed and plagued by the uneven 
quality of the contributions. Thanks to the 
skills of editor Duus, however, the indi- 
vidual essays dovetail nicely and the result is 
successful both in its parts and as a single 
synthesis. Fourteen essays are grouped into 
four parts covering domestic politics; exter- 
nal relations (including the Pacific War); eco- 
nomic development; and social and intellec- 
tual change. 

The last part includes essays entitled 
"Transformaton of rural society, 1900-1950"; 
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For emperor and country. 


“Economic development, labour markets, 
and industrial relations in Japan, 1905- 
1955”; “Socialism, liberalism, and Marxism, 
1901-1931”; and the “Japanese revolt against 
the West.” 

Highlights include Ann Waswo's con- 
tribution on the transformation of rural so- 
ciety and Mark R. Peattie's chapter on the Ja- 
panese colonial empire. Waswo addresses 
the customery portrayal of the Occupation's 
land reform measures as being the principal 
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agent of social change in the countryside. 
While conceding the importance of those 
post-war measures, she argues that compul- 
sory elementary education and universal 
military conscription, both dating from the 
Meiji era, began the process of "ferment that 
left virtually no aspect of rural society un- 
touched and created a basis, in attitudes and 
aspirations if not always in formal institu- 
tions, for further changes in the post-war 
era." 

Seen in this light, the reform engineered 
by MacArthur was the culmination of a 
slow, evolutionary process rather than a 
sharp break with the past. 

Peattie contrasts the European empire- 
building drive with Japan's. Whereas many 
of the European overseas possessions were 
acquired in response to the activities of trad- 
ers, adventurers and missionaries, the Ja- 
panese empire grew "as a result of a deliber- 
ate governmental decision to secure ter- 
ritories" that would contribute to Japan's im- 
mediate strategic interests. 

Japan of course was not slow to shape 
the economic structure of its colonies to suit 
the homeland's advantage but the transfor- 
mation of the agrarian economies of Taiwan 
and Korea, brought about by enterprising 
colonial bureaucracies, created conditions 
that would lead to growth that was benefi- 
cial to colonisers and colonised alike. 

The period covered by the book ends 
with the oil shock of 1972-73; this marked 
the end of the rapid post-war economic 
growth. In fact, however, the studies are 
concentrated in the first half of the century. 
Readers should not turn to this volume ex- 
pecting an encyclopaedic treatment of the 
20th century. The essays, instead, are dis- 
cursive and, as the editor explains, often 
treat areas that are neglected in the available 
literature. 

This means that there is less coverage of 
political and diplomatic history than might 
be expected. For example, readers looking, 
for a discussion of what the anti-Vietnam 
War activities of the 1960s were all about will 
find nothing here. The tumultuous debates 
centring on the renewal and revision of the 
US-Japan Security Treaty during the same 
period receives only scant attention. Fur- 
ther, most readers will be disappointed that 
Ikuhiko Hata, in his otherwise able discus- 
sion of Japan's continental expansion, pass- 
es over in silence the troubling question 
of atrocities. Nanjing, December 1937, is 
nowhere mentioned in his discussion of the 
war with China. 

None of these omissions, however, 
obscure the grand contribution that The 
Cambridge History of Japan makes to our un- 
derstanding of recent Japan. It was meant tc 
be a synthesis, a distillation of the most im- 
portant scholarship available, presented in a 
forum which would mtet the demands of 
specialist and general reader alike. It mea- 
sures up to those standards and to the high 
reputation of its name. — ai John H. Boyle 
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Earnings per share. =- EMM 
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Substanti: alp al profit go th from all major businesses 
Further growth expected . 


“The significant i increase in profit in the first six months is unlikely to bei repea ted to 

the same extent in the second half. due partly to the slowdown i in tourism and | 

consumer spending in Hong Kong following the recent events in China. The broad. | 
| functional . and geographic Spread of the Group’ S businesses should, however, enable 

asa tisfactory rate « of profit growth to be maintained and the outlook for the full year 

is Most encouraging.” | | 


HENRY KESWICK, Graia | 
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Sardine Matheson Holdings Limited . 
incorpora: ted i in Bermuda with limited liability 


^ U'* Jardine House, Hong Kong. Telephone: 56-8438388 Telex: 73255 JMGHO HX Facsimile: 200512 
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BOOKS 


Foreign Studies by Shusaku Endo. Translated 
from the Japanese by Mark Williams. Peter 
— Owen, London. £12.95 (US$20.40). 

The Golden Country: Christian Martyrs 
in Japan by Shusaku Endo. Translated by 
Francis Mathy. Peter Owen, London. £12.95. 


Foreign Studies, a collection comprising 
two short stories and a novella, explores 
different aspects of alienation. Endo him- 
self was the first of a handful of Japan- 
ese to study in France just after the war, 
and his experiences there are convinc- 
ingly reworked in his fiction. Among 
other things he captures that disembodied 
feeling that overtakes one in a strange 
country. 

A Summer in Rouen, one of the stories, is 
set in the 1950s and tells of a Candide-like 
student, Kudo, slowly stifling under the 
oppressive curiosity of the locals and the 
religious fervour of the Roman Catholic 
family with whom he is staying. There is a 
wonderful moment when one of a group of 
Moroccan students, in stark contrast to 


-Reconciling faith and culture 


the demure Kudo, bursts into wild and 
abandoned song as if deliberately pandering 
to the prejudices of the priest and white 
women looking on. 

Araki Thomas concerns a Japanese Roman 
Catholic, the first of his race to study in 
Europe, who left his country following the 
anti-Christian edict of 1587. Arriving in 
Rome on the crest of a "Japan boom" in 
Christian circles, the eponymous viciaie 
takes a warier view of life when he realises 
that, just because he is Japanese, he is 
surrounded by people trying to force upon 
him their dreams of spreading the Gospel to 
Japan. With a heavy heart, he returns to 
Japan where he is captured and where he 
deserts his faith under torture, a theme also 
pursued in The Golden Country as well as in 
Silence, the author's moving novel about 
Japanese apostates. 

And You, Too is the story of the almost 
comically doleful Tanaka arriving in the 
Paris of the mid-1960s to study the work of 
the far from diffident Marquis de Sade. 
Endo evokes the pathos of each stage of 





Cracking open the oyster 
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Oyster: The Story of the Australian 
Secret Intelligence by Brian Toohey and 
William Pinwill. William Heinemann, Sydney. 
$34.95 (US$27.35). 


— gr BON AG Al YARN NRL PETRI YG AAI AR fy LUN TERN RR TRAE 


In free and open societies, the creation 
and operation of covert intelligence 
gathering agencies pose a dilemma. Both 
the internal and external varieties tread 
precarious paths. Established to bolster 
and protect “freedom,” their methods often 
contravene the philosophy and rights which 
lie at the heart of the Western democratic 
tradition. Aware of this dilemma, succes- 
sive Australian governments both Liberal 
and Labor have sought, with some success, 
to keep the existence of their external 
agency, the Australian Secret Intelligence 
Agency, ASIS (code name “Oyster”’), a 
secret. Oyster, written by journalists Brian 
Toohey and William Pinwill, finally blows 
this cover. 

Both men served at different periods 
under Labor government ministers of 
defence. Their book, by no means an 
authorised histopy, was published after a 
struggle ewith the Australian Government 
over the narrow line between national 
security and free speech and therefore must 
hgve been a difficult book to research. 

By their very nature, secret intelligence 
operations usually only come into the public 


domain when there is a "cock-up." The 
paucity of other information means that 
much of the book's focus is on the 
attributable mistakes of asis and the efforts 
of the government of the day to limit the 
resultant damage. Since its creation in the 
1950s, Asis has been involved in "cock-ups" 
both serious and amusing. Three of these 
led, rightly or wrongly, but always un- 
ceremoniously, to the firing of the serving 
director-general. 

The book is best on matters for which 
public records exist. One of these is the 
internecine rivalry within the. bureau- 
cratic and political establishment over the 
creation, control and role of asis. Else- 
where, some well-documented facts jostle 
hearsay, half-truths and conspiracy theories 
in a racy but not necessarily accurate 
narrative. 

Taking the moral high ground, the 
authors argue for accountability, freedom 
of information and ultimately the aboli- 
tion of Asis. These same arguments were 
apparently raised repeatedly within the 
Australian bureaucracy and political arena 
over the years since ASIS was formed but 
rejected by successive prime ministers from 
Menzies to Hawke. 

Toohey and Pinwill contertd that rather 
than deriving from the intrinsic value of 
ASIS, this high-level support was and is the 
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this literary quest as it spirals out of control 
and drains the earnest student's physical 
and emotional resources. Confronted with 
Europe's rich cultural heritage and 
confidence, Tanaka slowly wakes to the 
truth of the huge distance between the 
cultures of Europe and Japan. In fact, this 
crucial point links the narratives and is one 
at which Endo nibbles away: the common 
confusion between understanding the 
technology of a civilisation and the 
civilisation itself. 

The Golden Country, a play, centres on the 
Jesuit missionary Christopher Ferreira, who 
was captured and hung in the pit in 1633 
and, after five painful hours of torture, re- 
nounced his Christian faith, became an ally 
of the persecutors, and until his death in 
1650 worked with them in trying to get other 
Christians to apostatise. The question the 
play poses is: "Why the defection?" As Fran- 
cis Mathy shows in his masterly Introduc- 
tion, Endo sifts for the answer by going be- 
yond historical facts and crafting a moving 
problem play that explores the disparity 
between Eastern and Western attitudes and 
the inner struggle that this must lead to in 
active Christians such as himself. 

The two works are welcome additions to 
the Endo oeuvre in English translation. 

m Christopher Holmes 





result of pressure from the Americans and 

British (whose motives they suspect). The 

findings of the government-appointed 

Justice Robert Hope Royal Commission 

into the service try to refute these 
ents. 

In all, Oyster is unflattering both to Asis 
and the government. Given that any 
successes would remain pearls within the 
oyster, the authors might have presented a 
more balanced picture by acknowledging 
this and by looking at the efforts of both the 
government and Asis in the light of the 
realities of the Cold War. 

Totalitarian and communist intelligen- 
ce services operate successfully against the 
Western democracies unfettered by con- 
siderations of human rights, public scrutiny, 
domestic disclosure and with the 
unequivocal support of all sections of their 
governments. The authors' critical focus 
(a beam from the Left) never crosses to 
this murky side of the equation, though 
it does at times focus on the CIA and 
MI6. 

Unfortunately, as with the arms race, 
we cannot expect unilateral abolition of 
external intelligence gathering or dirty 
tricks. It could only happen in the context of 
wider international disengagement and _ 
even then the “second-oldest profession" . 
would, like its elder sister, sustain itself in 
the commercial arena. Meanwhile, Toohey 
and Pinwill have done their best to keep the 
Australian spooks honest. 

a Murray Clapha 
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All major investments performed well | 
Jardine Matheson earnings per share | 
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"Based on the underlying. earnings. growth of the Company's major. equi yaccounted investments, o 
the value of the Company's portfolio in recent years has consistently outperformed the stock market 
asa whole. Looking. ahead, we are confident that we shall see i a ? satisfactory further improvement 

in earnings during the second half of the year.” 


HENRY KESWICK, Chairman. S 
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3 Regulators force South Korean banks to write off old bad debts. 


Out of debt to tl he 


team ties icum ie uice spei Nae a i iuximqme 


-By Mark Clifford in Seoul 


————————Ó————— RE aa naana nanan iA mnan ihe eneee eee m ead 


“wr t is no secret that South Korean banks 

are saddled with a pile of bad and 

. doubtful loans — as much as Won 2.54 

E. trillion (US$3.8 billion) for the top five 
commercial banks alone. The surprise is that 
central bank officials are finally starting to 
clean up the mess. 

Spurred by an anti-big business mood in 
the country's legislature, banking regulators 
are forcing domestic banks to write off bad 
debts and pay back low-interest loans from 
the central bank. Record bank earnings will 
make their job a lot easier. 

The move to clean up loan portfolios will 
remove one of the major problems the 
South Korean financial system has faced. 
During the 1970s, the government required 
the then government-owned commercial 
banks to extend massive low-cost “policy” 
loans to major business groups which 
undertook development projects 
targeted by the government. Some 
of these projects, in such areas as 
heavy and chemical industries and _ 
shipbuilding, incurred heavy losses. 
and had to be restructured. How- 
ever, many of the outstanding loans 
remain on the banks’ books. These 
problem loans have impeded liberali- 
sation of the financial sector. The os- 
sified financial system, in turn, has 
meant that interest rates have re- 
mained well above world averages 
and has significantly raised the cost 
of capital for South Korean industrial 
firms. Now that labour costs are among the 
highest in Asia, financing costs have 
emerged as an increasing source of tension 
between business and the government. 

Until recently, South Korean authorities 
steadfastly refused to give any detailed in- 
formation on the banks’ bad debts. But 
queries in the legislative national assembly 
during the week of 18 September have given 
the first hard data on the extent of bad loans 
and the amount of assistance the central 
bank has extended to commercial banks 
during the 1980s. 

The country’s five major commercial 
banks had Wor 2.54 trillion in bad and 

 doubtfuleloans as of 30 June, according to 
officials at the Bank of Korea (BOK, the cen- 
tral bank). (When specialised development 
bgnks are included, the figure may be twice 
as high, according to analysts.) 

However, information provided to the 
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REVIEW by the BOK d the nálló assem- 
bly indicates that policymakers are at last 
getting the problem of bad debts under con- 
trol. The country's 17 banks have formally 
written off Won 260 billion, or almost 10%, 
of their bad loans since the end of 1987 and 
are making large provisions for future write- 
offs. As long as there are no major setbacks, 
the overhang of bad debts should be largely 
removed by 1992. 

Many South Koreans view 1992 as a 
watershed year in financial and capital- 
market liberalisation, as it is the target date 
for the first direct stock purchases by for- 
eigners and both interest rates and foreign- 
exchange markets are scheduled to be 
largely freed up by then. 

Coincidentally, it is also the year that the 
Bank for International Settlements’ 8% risk- 
adjusted capital-to-assets ratio takes effect for 
banks. As South Korean banks move into 
the international market they will have to 





meet this financial standard, which is in- 
tended to ensure that banks are adequately 
capitalised and are playing in the interna- 
tional market by the same rules. 

In the domestic market, banks are facing 
more competition from each other and from 
non-bank financial institutions. Financial 
authorities must act to improve the profita- 
bility of commercial banks so that the drag of 
non-performing assets can be reduced. 
Otherwise, as the financial system is 
liberalised the commercial banks will be at a 
disadvantage to new competitors which do 
not have bad loans on their books. 

South Korean regulators are taking a 
pragmatic approach to the overhang of bad 
debts. They are tying the write-downs to 
earnings rather than insisting that banks 
take a hit to their capital base fhat they can- 
not afford. Loan-loss provisions (which 
were greater than actual write-offs) totalled 


FAR EASTERN ECONOMIC REVIEW 





: ibid 65% of earnings last year, or Won 3% 
billion, according to BOK officials. 


These officials say that in 1989 provision: 
for bad debt probably will eat up more thar 
70% of earnings. Earnings at the five com 
mercial banks during the first half alon 
were close to the total for all of last year, s 
total provisions will be perhaps twice a: 
high this year. "We want to move very ag 
gressively," says Kim Young Sang, directo: 
of the bank supervision department at the 
BOK's Office of Bank Supervision and Exami 
nation (OBSE). 

At the same time, banks are raising mas 
sive amounts of equity and their capital posi 
tions are improving dramatically. The BOI 
says that the capital-to-assets ratio for thi 
five nationwide city banks is currently 876 
almost twice as high as at the end of 1988 
when it was an anaemic 4.1%. 

Another large round of capital increase 
is expected around the end of this year, witl 
the five nationwide city banks eact 
expected to raise some Won 150 bil 
lion, putting all their capital ratio: 
over the 8% threshold and leavin; 
ample room for future growth. 

The figures released by the centra 
bank have pointed up differences be 
tween the five city banks whicl 
dominate the country's commercia 
banking sector. Hanil Bank and Chei 
(Korea First) Bank both have limitec 
exposure to problem loans. These are 
also the two best-capitalised city 
banks. By contrast, the Bank of Seou 
has twice as many of its assets tied uy 
in problem debts. 


inancial authorities are also taking 
broad range of measures to boo: 
bank earnings, ranging from dere 
gulating interest rates on loans (bx 
not deposits), raising limits on securitie 
holdings and broadening opportunities for 
variety of fee-based income. Bank regulator 
are, for example, encouraging commerci: 
banks to expand fee-based business by mo 
ing into financial services such as leasing 
merchant banking and credit cards. 

The interest rate liberalisation on loans 
which began last December, has also had . 
dramatic effect on income. BOK officials sa’ 
that the gross spread between deposit rate 
and loan rates widened Sharply to 4.2% du 
ing the first half of this year from 3.1% i 
1988 at the seven Seoul-based commerci: 
banks. 
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Banks have another source of financial 
strength in the form of growing securities 
holdings, which are carried on their books at 
purchase price. Because the market has 
risen 246% since the start of 1987, banks 
have huge hidden reserves, according to 
BOK officials. 

At the same time that it is leaning on 
banks to clean up their bad loans, the central 
bank is phasing out subsidies on loans it 
gave to the city banks in the mid-1980s to 
help them through a rough patch. At that 
time, the BOK stepped in to help the city 
banks after a number of shipping firms and 
overseas construction companies were in- 
volved in shotgun mergers which the gov- 
ernment forced the banks to finance. 

The BOK said it would remove the sub- 
sidy on Won 330 billion this month, or al- 
most 2076 of these special low-interest loans 
it extended to the five big commercial banks 
during 1985-87. These loans carry a 3% in- 
terest rate but will be revised to carry the 8% 
of standard central bank loans. 

The impact on individual banks will 
vary widely. Hanil Bank has Won 33 billion 
in the special loans outstanding, while 
Korea Commercial Bank (KCB) has Won 800 
million worth of the special loans. The BOK 
will only remove the subsidy on 1076 of 
KCB's soft loans this year, but it is apparent 
that the KCB will see a significant source of 
cheap funding disappear over the next few 
years. In testimony at the national assembly, 
BOK governor Kim Kun implied that the soft 
loans would be phased out in about five 
years. 

While the commercial banks are un- 
happy about the higher interest costs, oppo- 
sition legislators are miffed that the central 
bank is not being tougher. "Some con- 
gressmen complain about our position," 
says BOK deputy director Kim Won Tai, as- 
sociate director of the monetary policy de- 
pore "We think if we collect Won 330 

illion immediately, the commercial banks 
cannot survive." 


The interest subsidies on the remain- | 


ing 80% of the special loans will still cost the 
strapped central bank more than Won 67 bil- 
lion a year. The BOK is one of the only central 
banks in a developed country which reg- 
ularly loses money, thanks to government 
monetary polices which force it to meet in- 
terest costs on bonds floated to soak up 
liquidity. 

Banking authorities still refuse to reveal 
the extent of non-performing assets at many 
specialised banking institutions, particularly 
the Korea Development Bank (KDB), which 
most analysts believe has a huge portfolio of 
‘sub-par loans. KDB, for example, has Won 
250 billion outstanding to troubled Daewoo 
Shipbuilding and Heavy Machinery. Under 
ia government-mandated rescue package, it 
‘will invest another*Won 150 billion in the 
shipyard. Those loans have a seven-year 
E period followed by a 10-year pay- 
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The Export Import Bank has also had its 
problems with Daewoo. The bank is in the 
process of paying a Won 150 billion guaran- 
tee to Daewoo Shipbuilding as a result of the 
bankruptcy of US Lines, which failed in 1986 
after taking delivery of 12 Daewoo ships. 

One bank that does not have to worry 
much about its problem loans is the Korea 
Exchange Bank, which is slated to be 
privatised next year. "Even though the bank 
is privatised, the debt will be guaranteed by 
the government, says the OBsSEs Kim 
Young Sang. 

Ironically, foreign banks would like to 
write down some of their loans in South 
Korea much more quickly than regulators 
will allow. Foreign banks have had to take 
losses on Korea Shipbuilding and Engineer- 


ing Corp., which was transferred to the — 
Hanjin group earlier this year, and Jung- _ 
woo Development, a construction company 
which went into receivership in 1987. Writ- 
ing off the loans would allow the bankers to _ 
book a loss for tax purposes, and then record _ 
any payments as they come in. But South 
Korean authorities will not have any of that. 

Management of the bad debt is still a pre- 
rogative of the bank examiners, who must 
approve any loan write-downs, no matter 
how small. There is no question that the Bü. 
nancial position of the banks is certainly im- 
proving, but the refusal to let foreign banks 
write down loans makes some observers . 
wonder if the bank examiners have al- — 
together broken their habit of managing the 
numbers for political purposes. " 
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Asian states achieve few goals at IMF-WB meetings 
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op financial officials from Asia de- 

scended on the annual IMF and 

World Bank meetings on 26-28 Sep- 
tember with widely differing objectives. 

The Filipinos had a busy schedule trying 
to wrap up their debt-reduction package 
under the rubric of the scheme proposed by 
US Treasury Secretary Nicholas Brady for 
defaulting Third World countries, while the 
Indonesians appealed for measures aimed 
at helping debt-burdened countries which 
have nevertheless faithfully serviced their 
debt. The Taiwanese were not official par- 
ticipants but had crucial talks with top US of- 
ficials on the terms of their participation in 
the Brady initiative. 
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SOLL THORENS 


Wish-list t diplomacy 


Chinese and Vietnamese attempts to 
obtain renewed help from the two multilat- 
eral financial institutions were pre-empted 
and Japan's drive to become the number 
two power at the IMF was temporarily 
thwarted. 

The annual meetings provided a chance 
for Manila officials to work out differences 
with parties involved in their plan to reduce 
debt and obtain new money. The prelimi- 
nary agreement reached in mid-August be- 
tween Manila and the creditor commercial 
banks (REVIEW, 31 Aug.), though popular 
among bankers, had difficulty winning full 
backing of IMF, World Bank, Washington 
and Tokyo officials. 

The agreement calls for infusion of new 
money through bond issues by banks which 
want to continue their relationship with the 
Philippines. At the same time, Manila 
would buy back for cash, at a substantial dis- 
count, debt from banks which want to end 
their dealings with the country. Cash buy- 
back is one method of reducing the debt 
stock. Pre-marketing among banks has 
suggested that new money of about US$1 
billion for 1989-90 and cash buy-back of 
US$1.2-1.4 billion was realistic. There was 
no specific provision for debt-service reduc- 
tion, or interest relief, which is a feature in 
the prototype Brady scheme for Mexico. 

To ensure future commercial flows, 
Marla and the bankers had purposely 
avoided the radical and mandatory approach- 
es in the Mexico model, but Washington 
and Tokyo want more debt and debt-service _ 
reduction options and more relief than was. 
considered likely to occur under the preling- 
nary agreement. And the IMF and World 
Bank refuse to let Manila use funds which 
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are earmarked for debt-service reduction to 
reduce debt (in this case, cash buy-back). 

Generally, funds for debt and debt-ser- 
vice reduction under the Brady scheme are 
available from the (MF, the World Bank, 
Japan and now probably from Taiwan, and 
the first two entities established guidelines 
in May as to what amounts would be forth- 
coming from each to Manila for debt reduc- 
tion and debt-service reduction, respec- 
tively. 

Talks here were complicated by the fact 
that the Philippine economy is facing prob- 
lems of fiscal and external balance and may 
not be able to fulfil IMF conditions. Expendi- 
ture has been too high, partly due to un- 
budgeted increases in civil service salaries, 
various oil prices have not been fully ad- 
justed, leading to a shortfall in oil tax rev- 
enue and external reserves are running low. 

A successful economic programme with 
the IMF is essential to Manila, since it is re- 
garded as a condition for both the debt-re- 
ducing programme and the so-called mul- 
tilateral aid initiative for the Philippines. The 
IMF cannot be too lenient in assessing Mani- 
la’s performance as impatient European 
board members are calling for its strict com- 
pliance with the fund's conditions. 


anila officials pledged to take pain- 

ful but necessary measures to meet 

the targets negotiated with the 
IMF and meanwhile appealed for "fungi- 
bility," or interchangeability, between funds 
set aside for debt and debt-service reduc- 
tions, as well as for "up-fronting" of these 
funds, making them available at the start 
of the debt plan. Final agreement between 
Manila and the banks, endorsed by the 
IMF, World Bank and the governments, 
is due shortly. 

Manila officials have said they may intro- 
duce a "second stage" of the debt-relief pac- 
kage with additional options, including one 
for debt-service reduction, after the initial 
cash buy-back of debt from exiting banks is 
completed. There is still strong objection 
from many quarters to the notion of intro- 
ducing debt-service reduction at a later stage 
(which can scare off new money flows now) 
but Manila appears set on it. 

Following separate talks between 
Taiwan central bankers and US officials, it 
now appears certain that Taiwan will partici- 
pate in the Brady initiative — which US 
Treasury officials have craved for — and 
earn some quid pro quo in diplomatic terms. 
Taiwan is under domestic pressure to limit 
foreign assistance and to avoid compromis- 
ing on Taiwan’s status and name, while the 
Treasury officials are constrained by thegen- 
erally Peking-leaning Bush administration. 
But a deal is irresistible to both parties. 

Elsewhere, the Indonesians repeated 
their calf for consideration of those countries 
which have not rescheduled debt and for 
some kind of a swap facility in which the 
value of the obligation is fixed in the cur- 





rency of the borrower's choice. (Indonesia 
generates US dollar revenue while its debt is 
largely in yen.) 

In response, the World Bank propagated 
its newly established expanded cofinancing 
operations (ECO) for the indeed neglected 
“Group B” countries, including Indonesia, 
Pakistan and Turkey, which have generally 
managed to launch effective adjustment 
programmes with help from respective 
donor groups, avoid rescheduling and 
stay in the commercial market. At the mo- 
ment, Indonesia has plenty of commercial 
lenders but if flexibly implemented, the ECO 
may, among other things, effectively soften 
the terms of Indonesia's commercial bor- 
rowing. 

The Chinese received little sympathy at 
the Washington meetings, nor did they ask 
for it. After the crackdown on the demo- 
cracy movement in June, the World Bank 
put on hold seven new projects worth 
US$780 million. Bank staff delayed submit- 
ting these projects for executive board ap- 
proval, knowing they would be rejected for 
political reasons by members from the West. 

The question at the annual meetings was 
whether the Chinese would force the issue 
and request approval of the suspended pro- 
jects. There were prior signs that Peking 
might adopt a "divide and conquer" tactic, 
pressing the relatively sympathetic World 


# 
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Bank and Tokyo to return to business as 
usual. 

But on 26 September the US Senate pass- 
ed a measure calling on Washington to place 
severe restrictions on funds which it has 
committed to the World Bank's soft-loan 
arm, the International Development Associ- 
ation, and preventing these funds from 
going to China unless "such loans will sup- 
port the process of increasing individual 
freedoms and improving hufnan rights in 
China." The same measure had passed the 
House of Representatives in July, and is 
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now likely to go to President Bush for sig 
ing — or a veto. The administration is c 
posed to the notion of "giving away fun 
and yet holding onto them," but congr 
sional and public sentiment against Pekii 
is still so strong that it does not want to pi 
a fight. 

In the event, the Chinese did not prot 
or lobby for support. But Peking’s chief de 
gate remarked in his official statement: "T. 
articles of agreement of [the IMF and t 
World Bank] provide that they act accordii 
to economic, rather than political, conside: 
tions. To abide by [such] provisions . . . 
undoubtedly a solemn international oblig 
tion for both member countries and the tv 
institutions." 

The Vietnamese, whose desire 
negotiate a programme with the IMF hi 
been thwarted by the US and Japan even b 
fore they arrived in Washington (REVIEW, : 
Sept.), were soothed somewhat by prai: 
from both the fund and the World Bank f 
their economic programme so far and tl 
promise of programmes as soon as its poli 
cal — that is, the Cambodian — problem 
overcome. Vietnam openly requested tl 
formation of a donor group that would he 
mobilise the financing for its adjustme 
programme and for the clearance of its z 
rears with the IMF. 

The Japanese also went home witho 





their coveted prize — of becoming numb: 
two at the IMF. Brady blocked efforts by mo 
of the IMF's policymaking interim committe 
to take a decision to increase the fund’s n 
sources, or "quota." He promised, hov 
ever, to make a decision before the end « 
the year, but that can mean anything bx 
tween a no increase at all and a smaller ir 
crease than the 10096 desired by man 
others. The postponerftent of the decisio 
on quota increase has deferred the questio 
of changing the quota shares in Japan 


favour. 
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POLICIES 


Architects of reform still come under fire VO A 


m€—————————M—— M eR 


By Elizabeth Cheng in Hongkong 


€ teller emer sre eure ard EE ———— —— RE 


hina’s crackdown on corruption is 

causing some anxiety among main- 

land-related businesses in Hong- 
kong. But its economic implications have yet 
to be felt in the territory. Local banks and 
corporations that have good relations with 
provincial chiefs are dismayed that a 
number of them, particularly in Guangdong 
province, have become targets of the anti- 
corruption campaign. 

The dismissal of a top Guangdong trade 
official, Xu Yunian, for petty corruption will 
mean that many trade and investment deals 
will have to be put on hold. Middle-level 
bureaucrats are afraid of making such deci- 
sions, in case policies do change, a Hong- 
kong banker said. 

The future of Guangdong Governor Ye 
Xuanping and Vice-Governor Yu Fei — both 
of whom have cose ties with Hongkong 
businessmen — are unclear. Rumours have 
abounded for more than a year that Ye was 
in line for a post in the State Council 
which would have meant leaving be- 
hind his Guangdong power base, 
were he to accept. 5o far he appears 
to have resisted such attempts, but 
Observers believe it is only a matter of 
time before he bows to Peking's 
wishes. 

Yu, a close ally of the disgraced 
former general secretary Zhao 
Ziyang, is under investigation for 
corruption. So are many other senior 
officials active in foreign trade and 
investment. Should they leave, 
corporate Hongkong will have to 
cultivate new relations with Guang- 
dong — a long and expensive pro- 
cess. 

But apart from such inconveni- 
ences, Peking’s house-cleaning of 
mainiand enterprises in Hongkong is 





unlikely to have any significant impact on | 


business in the territory. Rather, it should 
help rationalise the business conduct of 
mainland companies and strengthen their 
management, market observers say. Such 
companies have long been under fire in 
Hongkong for excessive corruption and 
‘bureaucratic attitudes. 

Of more concern, however, is the eco- 
momic slowdown in China and the drive to 
shore up foreign exchange, which would 
lhurt traders on both sides of the border. 
(Guangdong province’s dramatic trade slow- 
down in the first half of the year has already 
aroused anxiety in Hongkong and signs are 
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that full-year figures will not be much better. 
First-half exports at US$3.2 billion were prac- 
tically stagnant compared with a year ago. 
Guangdong accounted for about 30% of 
China's total foreign trade last year and 
some 40% of the country's foreign invest- 
ments. 

One of the first to be hit will be the 
numerous import-export companies affili- 
ated directly or indirectly to Chinese state 
organisations. Although there are no official 
records, market estimates put the number of 
mainland companies operating in Hong- 
kong at around 3-4,000, including the sub- 
sidiaries of well-established giants, such as 
China Resources, China Merchants, China 
Travel Service and the Bank of China group. 
Between them they are said to employ more 
than 30,000 cadres from China. 

Peking has made it clear that loss-makers 
and shell companies will be axed. Provinces 
have been instructed to carry out the orders. 
Guangdong, which has more companies in 
Hongkong than any other province, has al- 





Yo and Zhao: close allies. 


ready announced it will withdraw some 250 
companies from Hongkong, having, over 
the past few months, already axed about 200 
such firms. Xu himself announced in July 
that more than 700 Guangdong foreign- 
trade companies were operating in Hong- 
kong and Macau before the cutbacks, 
though market analysts believed this to be à 
conservative estimate. 

But few in Hongkong believe that the 
cuts mean much. "They've been talking 
about rectification for years, but they 
haven't been*able to do it effectively — the 
same people are in business again in 
two months’ time using different com- 
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: pany nates,” said a Hongkong banker: 


Most of those who come to Hongkong 
will try their best to stay. Since many have 
official connections on the mainland, they 
usually succeed in staying. "What can Pe- 


king do if a provincial or city government in- 


Winter comes early re 





sist that its operations in Hongkong are - 


necessary for business and are bringing in - 


returns," a property developer said. 

Nearly every provincial government has 
an office or trading arm in Hongkong, so do 
most of the open coastal cities. Even some of 
the most remote counties in Guangdong 
have offices in the territory. This was made 
possible by the decentralisation of China's 
foreign trade structure last year. Until now, 
few have actually closed down, market 
sources told the REVIEW. 

The recentralisation of China's foreign 
trade structure this year will probably mean 
that only a fraction of the existing mainland 
firms in Hongkong will have trading rights. 
The rest which want to stay on will have to 
merge or diversify — many are already 
doing just that. Whatever happens, "suit- 
case companies" are still important to the 
China trade. They cover areas ignored by 
big enterprises such as China Resources and 
China Merchants, and are often more de- 
pendable for supplies. 

While some of the small companies may 
have to close, few people expect the big ones 
to withdraw, though they may trim or 
merge some of their subsidiaries — it 
* is common practice for these firms to 
. form a new company for every deal 
they make. 

Even if most of these firms were to 
fold, market analysts believe they 
would not make much of a dent on 
the territory's property market. Prop- 
erty analyst C. Y. Leung of Jones 
Lang Wootton doubts if the amount 
of office space now occupied by all of 
them would even fill the new Bank of 
China building. Only about 3% of 
the mainland firms an Hongkong are 
believed to own property. Most of 
that is commercial space — offices, 
bank retail outlets, stores and four 
or five hotels. Their residential hold- 
ings are minimal, mainly staff hous- 
ing. They have few industrial hold- 
ings. 

Mainland property owners in Hongkong 
include the Bank of China and some of its 
sister banks, China Resources, China Mer- 
chants, Guangdong Enterprises, Yue Xiu 
Enterprises and China Travel Service. 

On the financial side, however, bankers 
say most of their Chinese clients have dif- 
ficulties servicing their loans and all want to 
reschedule. So far this year, some 20 writs 
have been filed in Hongkong by banks and 
finance companies against Chinese firms for 
loan defaults and dishonoured cheques, to- 
talling more than HK$220 million (US$28,2 
million). The bulk of them were filed after 
June. " 
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Belatedly, Hongkong gets its first memory chip plant 
Down memory lane 


By Carl Goldstein in Hongkong 


semiconductor maker to establish a 

rare bit of genuinely hi-tech manufac- 
ture in the territory — a wafer fabrication 
facility for memory chips — has shown how 
tough it can be for Hongkong companies 
to upgrade their manufacturing processes. 
The task is especially difficult in the absence 
of the sort of heavy government subsidies 
that helped some South Korean and Taiwan 
firms. 

Hongkong's electronics industry is not 
known for its cutting-edge high technology. 
Rather, it concentrates on labour-intensive 
production where a host of no-name origi- 
nal equipment manufacturers assemble pro- 
ducts according to designs supplied by over- 
seas buyers. The huge pool of cheap labour 
in southern China allows these companies 
to stay in the low-end assembly work which 
can no longer be done profitably in the terri- 
tory. In addition, it means they do not need 
to spend vast sums on capital invest- 
ment and R&D. 

Breaking out of this mould, RCL 
Semiconductors earlier this year set 
up Hongkong's first full wafer fab — 
as they are known in the industry 
— for dynamic random access 
memories (DRAMs), a key type of 
integrated circuit (IC) that is the 
workhorse of computers, TV sets, 
video-cassette recorders, industrial 
machine tools, and much more, It 
was a major undertaking for a pri- 
vately held company with only 
U5$12 million in revenues last year, 
small by any standard, but minute 
in terms of the worldwide semicon- 
ductor industry. RCL's US$9 million 
investment in a small fab capable of 
turning out 5,000 5-in. wafers a 
month is modest compared with the 
US$200 million fabs needed to make 
the latest generation of DRAMs. 

The company is one of three small 
firms at the Tai Po Industrial Estate in the 
New Territories fabricating wafers to be cut 
up into “jelly beans.” These are the low-tech 
consumer chips that make greeting cards 
sing and telephones dial, among ather 
things. : 

A handful of other companies have 
semiconductor assembly and testing opera- 
tions in* Hongkong, including local hongs 
opie and Wheelock Marden, and the US 
electronics firm Motorola. Several com- 
panies also maintain application-specific in- 
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tegrated circuit design centres to produce 
the semi-customised chips that are increas- 
ingly used in consumer electronics, compu- 
ters, and other electrical appliances. 

The distinction between wafer fab — 
dubbed the front-end of the IC manufactur- 
ing process — and assembly and testing (the 
back-end) is important. The latter basically 
entails packaging the finished chips in plas- 
tic or ceramic frames, and then making sure 
they work. US and Japanese chip makers 
started transferring this labour-intensive 
process overseas in the early 1970s. The 
juiciest technologies and profits are concen- 
trated at the front end, in which a silicon 
wafer is cut, baked, polished and etched 
with miniaturised circuitry. 

While there is little future (and little pro- 
fit) in producing jelly bean chips , memory 
chips are not only ubiquitous, but they are 
also key technology drivers — that is, mas- 
tering the difficult manufacturing process 
leads to a command of a host of related 
technologies. A bare 5-in. wafer that costs 








the fabricator about US$20 will eventually 
sell for US$500 and up. 

RCL believes a gap has opened up in the 
market for 256 kilobit (kb) DRAMs. The indus- 
try standard for DRAMs has already moved 
on to the 1 Mb chip, which encapsulates 
more than 1 million bits of information, leav- 
ing the 256 kb field now largely abandoned 
by the Japanese and American industry 
leaders. Yet for some years to come there 
will be a market for replacement memories 
in the millions of computers and other 
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machines that were built with 256 kb chig 
"There's no way we could hope to comps 
with the Japanese, but you can follow rig 
behind them," said Winston Chan, RC 
process-engineering manager. Ultimate 
he said, the company hoped to move on 
making the 1Mb chips — by which time t 
industry standard would have moved on 
4Mb DRAMs. 

This sort of follow-along strategy is eas; 
said than done, however. A year ago, loc 
ing ahead confidently to revenues from 
anticipated wafer fab, an RCL executive hi 
predicted 1989 revenues in the range 
US$30-40 million. Now, the best the cor 
pany can hope for is to maintain the san 
level as last year. One big reason is that tl 
proportion of usable wafers from the ne 
fab has been disappointing. While the rat 
capacity is 5,000 a month, after six months 
operation the best they can manage is 1,50 
A soft world market for memories and oth 
types of ICs has hurt as well. 

The key constraint in raising yields 
people. The company simply can not g 
enough engineers to run and fine tune tl 
complex manufacturing processes. Such 
tale of woe is told these days by Hongkor 
companies of all descriptions, but nor 
more so than those requiring highly traine 
technical workers. Virtually full emplo 
ment, the 1997-induced brain drain, tl 
colony's prevailing commercial mentalit 
which draws many  enginee 
quickly into the more lucrative ma 
keting end of the business — « 
exacerbate the problem. 

Tough going in Hongkong h: 
led RCL to look overseas for futui 
growth. At the invitation of th 
Quebec government in Canada, th 
company is near an agreement t 
build a US$40 million memory chi 
fab in the Canadian province. Ther 
are plenty of lures: easy credit i 
the form of Quebec government 
guaranteed loans, subsidies to hel 
pay the salaries of Canadian er 
gineers and other technician: 
energy costs that, because of Cani 
da's plentiful hydropower supplie: 
are about 50% cheaper than in Hong 
kong, and cheaper industrial gase 
and other inputs. 

The plant will have an assure 
market as well: Quebec's aerospa« 
computer and other hi-tech firms : 
present have no domestic supply of memor 
chips. An added bonus is that, since the US 
Canada Free Trade Agreement has comeint 
force, RCL would have assured access to th 
North American market even in the even 
of future quotas or other import restriction 
on semiconductors by either country. 

The Hongkong Government's respons 
to the manpower and*technological chal 
lenge has been slight. According to a nev 
study by sri for Hongkong Economic Sui 
vey, a group of leading businessmen anı 
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academics: "Today, Hongkong does not 
have either an adequate skills base or the 
technology capacity necessary to build new 
comparative advantage in manufacturing at 
either the scale or speed that is required . . .” 
While government officials are fond of 
saying their role is simply to build the terri- 


tory's infrastructure, while leaving it to the 


private sector to develop business oppor- 
tunities where it sees fit, Hongkong's infra- 
structure is actually sadly deficient in key re- 
spects — perhaps none more so than higher 
education. The survey points out that only 
about 676 of secondary students have access 
to full-time degree programmes, while an 
additional 4% get into non-degree courses. 
The direct result is a flood of talent forced to 
leave the territory for its education. In the 
past, many returned, but political uncertain- 


ties now lead many of Hongkong/s brightest 


talents to seek their future overseas. 
The new University of Science and 
Technology, which is to begin taking stu- 


dents in the latter part of 1991, is astepin the 
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and-bust history, Bangkok's hoteliers 

have markedly short memories. With 
average room rates at the top hotels above 
Baht 3,000 (US$116.50) a night, double those 
of a couple of years ago, a huge expansion is 
under way. Announced projects of tourist 
class and above hotels for the next four years 
portend the addition of some 24,000 rooms 
to the 25,600 available at the end of 1988. 

But fears of a glut might be unjustified for 
those projects which could conceivably be 
completed by the end of 1993 — perhaps 
11,000 rooms. Analysts who have looked 
closely at visitor arrival figures and current 
90% and above occupancy rates say that the 
industry could experience that level of de- 
mand growth. 

Fairly certain to be operating by 1993 — 
those that have already broken ground or 
will soon — are 20 hotels offering about 
8,000 rooms. Most involve major interna- 
tional chains, the larger local chains, and 
some smaller Hongkong- and Taiwan- 
based hoteliers. At least six top-class hotels, 
all with 500 or more rooms, are slated for 
Bangkok's Chao Phyraya riverfront. 

Analysts say the market can almost cer- 
tainly fill these roorfis. Tourist and business 


F or an industry with a jagged boom- 


arrivals in Thailand are expected to top 5mil- 


lion this year, up from 4.2 million last year 
and 3.5 million in 1987. Yet over the 1988-90 
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pense; they set themselves up in a sub- 








right direction. But even when it and expan- 
sion programmes at existing institutions are 
completed, the government's best hope by 
the year 2000 is to be able to offer 14% of 
secondary-school leavers an opportunity to 
study in their own homeland. This is a lower 
proportion than Singapore, Taiwan, and 
South Korea have already achieved. 


| ongkong industry's low technology 
H level can also be attributed to the 


government's unwillingness to 
spend money on training programmes, sub- 
sidies, and other forms of assistance for de- 
sirable industries. The contrast with the 
other newly industrialised countries could 
not be more dramatic. One example may 
suffice: in 1981, the same year RCL was estab- 
lished, Taiwan's United Microelectronics 
Corp. (UMC) was started by a handful of en- 
gineers from a key government research in- 
Stitute. They were armed with chip-design 
technologies developed at government ex- 








|. period only about 1,800 new rooms are com- 


ing on line, 

.. One analyst argues that if visitor growth 
averages 8% from 1990-93 and even if there 
are 16,000 more rooms than the end-1988 
figure, occupancy will still be about 85%. 
This assumes that the tourists’ stay in 
Bangkok will be shortened due to the higher 
rates hotels will be charging travel agents, a 
trend which has already begun. 

Based on this analysis, if only about 
11,000 rooms come on line, then a 95% occu- 
pancy rate could be maintained. 

One official in a company building sev- 
eral hotels calculated, using a similar arrivals 
growth rate, that if visitors spend 40% of 
their time in Bangkok, the industry could 
fill nearly 12,000 new rooms in 1992 and 
maintain a profitable occupancy level of 
73%. Nearer 15,000 rooms would see occu- 
pancy rates drop to 50%. 

The variables could be significant. Al- 
ready this year some hotels have seen sharp 
reactions to their high room rates, After see- 
ing occupancy sink below 70%, the riverside 
Shangri-La, one of Bangkok's top-rated 
hotels, had to cut rates. This is seen as anim- 
portant indicator of the extent to which 
tourists will tolerate hotels’ price rises. 

Similarly, tourism industry analyst Im- 
tiaz Muqbil says, numerous hotels are al- 
ready cutting their rates for preferred tour 
operators for next year. This will help keep 
up arrivals. 
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sidised factory and office building in the E 
government-run Hsinchu Science-based In- 


dustrial Park; and they received a heavy in- 
jection of state-owned Bank of Commumnica- - 


tions equity capital, plus tax holidays to tide — 
them over the first several years. = 
Eight years later, UMC is projecting 1989 


revenues of US$157 million. Meanwhile, . 


three other sizeable wafer fabs have beenset — | 





up: Taiwan Semiconductor Manufacturing 


Co. — a similar government-private joint | 
venture foundry operation — and most re- 
cently, two private companies. All four ven- _ 


tures enjoy access to Taiwan’s greater pool 


of engineering resources, which dwarfs that 
of Hongkong. 

South Korean chaebol have grabbed large 
chunks of the world semiconductor market 
at least in part by virtue of their long access 
to easy credit from the state-controlled bank- 


ing system. Singapore, though it lags be- — 


hind South Korea and Taiwan, has also fun- 
nelled hundreds of millions of dollars di- - 
rectly into favoured hi-tech ventures. a 


However, Mugbil says tourists are ex- 
pected to be spending possibly as little as 
25% of their time in Bangkok within the next 
couple of years because of traffic conditions. 
Tour operators are finding it expensive to 
leave buses sitting in Bangkok traffic for 
hours, and are beginning to schedule more 
time outside of Bangkok. Aided by in- 
creased direct flights to and between Thai 
cities other ‘than Bangkok, return visitors 
are increasingly staying away from Bang- 
kok. 

On the other hand, the country's eco- 
nomic boom ensures strong growth in busi- 
ness arrivals, who spend nearly all their time 
in Bangkok. The strength of the economy in 
the next two years at least is likely to offset 
some of the possible losses in tourists. 

Other important factors which could af- 
fect the industry are a global economic 
downturn and AIDS. AIDS has already se- 
verely damaged the sex-based business in 


Haadyai in southern Thailand. However, = 
the growth in non-sex tourism and business : 
visitors act as an insulator against an indus- 


try crash in Bangkok. 


Another factor lessening chances of a F 


room glut is the limitation of construction 
capacity. "If you have not got your founda- 
tion in, you will not be open by 1992," says 
one hotel builder. 

This is due to the shortage of piling con- 
tractors in Thailand and established con- 
struction companies are already operating at 
full capacity. Start-up builders are going to 
takedonger to complete projects. 

Because of this, analysis do not expect 
that 11,000 new rooms can be ready even by 
the end of 1993. Of the 24,000 rooms in an- 
nounced projects, many are not expected to 
be ready for guests before 1995. This has left 
those with hotels already under way confi- 
dent of their returns. E 
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ndia’s balance-of-payments deficit 
has once again widened in recent 
months, further eroding the country's 
foreign-exchange reserves. By mid- 
September, India's reserves, minus gold, 
barely covered the cost of one-and-a-half 
month's imports. 

Figures from the Reserve Bank of India 
(RBI, the central bank) and the IMF show that 
there has been steady slippage in reserves 
since 1986, despite occasional short-lived ac- 
cumulations. 

The last sharp fall occurred in the two 
quarters after March 1988 when US$1.7 bil- 
lion was shed in a few weeks. Thereafter, a 
path of gentle depletion prevailed until July 
this year. Since then, however, the slide has 
accelerated. Available data shows reserves 
dropping in the last two quarters by US$1.4 
billion, almost the same amount as in last 
year's scare. By the second week of Sep- 
tember, reserves had climbed back slightly 
to US$3.64 billion, equivalent to about six 
weeks' imports. | 

The high priests of India's external ac- 
counts offer the usual reasons for the draw- 
down. They say the accelerated depletion 
results from slower aid disbursements, from 
accelerated repayments to the IMF, from 
slowing net remittances by Non-Resident 
Indians (NRIs) and from large cash pur- 
chases of food and other bulk commodities. 
Export growth has not compensated for 
this, though exports have continued to rise 
steeply during the current year. 

Officials claim it is a temporary phe- 
nomenon. Reserves will be built up again, 
just like last year, once these aggravating 
factors disappear. The RB's reassuring 
noises also make much of special, once-off 
trade factors, such as the under-invoicing of 
exports following the rupee’s depreciation 
against India’s major trading currencies. 
(The rupee has fallen from US$1:Rs 13.01 in 
January 1988 to Rs 16.83 by 1 October this 
year.) 

There is another dimension to the reas- 
suring talk. Unquestionably, India’s exter- 
nal debt and its debt-servicing costs remain 
low by comparison to GDP. The external def- 
icit still amounts to just 2.2% of GDP. India 
can also rely on commercial borrowings to 
meet its trading account shortfalls. Borrow- 
ings by the public sector reached US$2.5 bil- 
lion during the 1988-89 fiscal year (ending 31 
March), a new high. 

More recently the RBI has prudently 
urged a slowdown in commercial borrow- 
ing. In the first quarter of this fiscal year, 
approvals for just US$352 million were 
given, against US$930 million in the same 
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ittle in reserve 


quarter of last year. 

So what is the problem? Several factors 
tend to throw doubt on official reassurances. 
Much of the recent capital inflow has a once- 
off quality to it. Take for example the US$450 
million received by the end of March as part 
of the Bhopal gas disaster settlement. And 
though not strictly a windfall, the returns 
enjoyed by India’s exporters during the 
past two years as they found new niches 
in US and European markets 
are unlikely to be quite so 
bountiful over the next two 
years. 

The reserves data sug- 
gests that India's trade im- 
balance is becoming more — 
skewed, and more intracta- - 
ble. The annual trading ac- 
count deficit rose to US$7.1 
billion at the end of March 
this year, a record increase, 
while the overall current ac- 
count deficit widened to a re- 
cord US$4.5 billion. ! 

On top of that, several - 
factors portend greater pres- 
sure on reserves. Most im- 
portant is the crucial need of 
the ruling Congress Party in this pre-election 
period (national elections are expected 
within the next three to four months) to 
counter the adverse electoral effect of recent 
price rises of foodstuffs, especially of cook- 
ing oil, rice and sugar. 

With speculative buying compounding 
the problem, only regular foreign orders on 
a cash basis are going to have the com- 
modities arriving in the volumes needed to 
drive down prices, and keep them down, 
until polling time. A large order for sugar 
has just been placed. : 
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Singh: ‘captive’ imports. 


In addition, India’s vulnerability to pet- 
roleum price increases remains acute, and it 
is unable to increase domestic supplies at a 
time of steeply rising demand. _ 


| 
| 


| 
| 


A big bite of India's import bill, probably | 


to former finance minister V. P. Singh. Now 
leading the National Front coalition opposi- 
tion to the Congress Party, Singh admits 
that "there is little or nothing we can do 
about most imports." 

Some of India's reser- 
ves rest dangerously on out- 
siders’ decisions. Doubts 
periodically surface about 
the stability of foreign- 
exchange deposits of NRIS, 
whose money forms an im- 
portant buttress in the pay- 
ments equation. These now 
exceed US$10 billion but 
this money could prove 
elusive if interest differen- 
tials become less attractive 
or if political misgivings 
gain the upper hand (say, ifa 
government strongly op- 
posed to liberalisation takes 
power). 

The problem is that no quick-fix re- 
medies to the reserves and payments prob- 
lems are in sight. The Finance Ministry is 
trying, yet again, to speed up disbursement 
of foreign aid money. Just the unspent for- 
eign aid portion of planned irrigation pro- 
jects reaches US$3 billion, while credits from 
the World Bank and other multilateral agen- 
des totals perhaps US$11 billion. In the 
present circumstances, India would like 
more grant aid but donors fear this would 
be of little avail against looming current 
account pressures over the next two quar- 
ters. z 
It will be tempting for the government to 
take another swig, and then another, of 
commercial finance. But the signs of future 
difficulty here are also obvious. From a tiny 
proportion of sovereign borrowing just a 
decade ago, government indebtedness tc 
commercial money now reaches over 25% o! 
total sovereign liabilities. 

As one Indian economic adviser says: "T 
is going to be very tight over the next three 
months." The same source, privy to discus 
sions with the IMF last year about the re 
serves position, remarked how "gentle" th« 
fund then was over India's payments situa 
tion. "Last year the IMPwas extraordinarily 
easy on us," he says. With the reserves slid 
ing again, this attitude may change. 

8 James Cla: 
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Í n today's investment climate, you need to do 
a lot more than keep your ear to the ground to/7,, 
secure a shrewd investment. a 
You need to see what's going on / 
Worldwide around the world. That's where 
Equity Fund Scimitar Worldwide Selection 
Fund comes into its own. 

Our 12 funds cover all of the 
world’s major equity and fixed 
income markets. 

So, you have a really wide 

in | year to 28/8/89 range in which to invest and 

diversify, backed by the tried and 
tested investment skills and international 
resources of Standard Chartered. 

You can switch between funds as often as 
you like, free from any manager’s initial charge. 
As for the results, our Worldwide Equity 
Fund was a top quartile performer, from 1/9/88 

to 28/8/89. 

Since its launch in May 1986 up to 28/8/89 
our Japanese Equity Fund has grown by 179.3%, 
which is more than twice the growth of the 
sector (OPAL) average. 

And the 33.8% increase in just one year of in| yeor To 28/8/89 
our Asian Smaller Markets Equity Fund points Spee LIPPER AWARD WINNER 
to a future that’s full of eastern promise. in | year to 28/8/89 aiti: 1987 and 1988 


Why our Worldwide Selection Fund 
is on the up and up.  . 













The minimum investment is only US $2,500 


(or its equivalent), or you can make use of Standard Chartered House, Conway Street, St Helier, 


Scimitar Flexi-Saver, our regular savings facility, | Jersey, Channel Islands. Telephone: (0534) 34373. 
Telex: 4192013. Fax: (0534) 26035. 





from US $150 per month. Please send me a prospectus and application form for the | 

If you’d like your money to see more of the Scimitar Worldwide Selection Fund. 

(Please write in block capitals) 

world, and you to see more from your money, | | 
just send the coupon for a prospectus and an | Name | 
application form. Address 

Alternatively, simply call in at your local | | 
Standard Chartered branch. Country ° | 

Remember, the price of shares and the | E | 
income from them can go down as well as up. S 5 
*OPAL statistics: Offer to bid price with income reinvested. | HAS THE EDGE = 





ETOP of the world. 


Widebody twin operators, the world is 
yours. The only high thrust turbofans with 
FAA approval for 120 minutes of twin- 
engine extended range operations (ETOP), 
have just been sanctioned by the FAA 
for 180 minutes. Which means there's a 
world of difference in the value of your 
widebody twins powered by GE CF6-80A 
or CF6-80C2 engines and those powered 
by anything else. 

Now, instead of distance mandating the 
aircraft you schedule, the economics of 
passenger load can be the deciding factor. 

Instead of circuitous routes that cut into 
the operational savings widebody twins 
are supposed to deliver, your crews can 
fly the shortest routes anywhere over the 
seven seas. 

What's more, since the FAA's ETOP 
approval is based solely on a propulsion 
system's proven operational reliability in 
airline service, the cost of maintaining your 
world-class GE powered widebody twins 
promises to be the lowest in the industry. 

GE's phenomenal CF6-80C2. Specify 
it for your widebody twins and the world 


is yours. 





UNISYS 
OPEN 
SYSTEMS 
PROVIDE 
MORE 
OPTIONS 
FOR YOU. 


Until recently, companies in 
the computer industry ensured 
that customers remained tied 
to them by producing systems 
that couldn't communicate with 
those of other vendors. And the 
technology to open up these 
barriers was considered either 
too complicated or expensive. 

But this computer monopoly 
is coming to an end through the 
hands of progress. 

Users demand openness. 
They want to move data easily 
among dissimiliar computer 
systems, to take all applications 
from one computer and use it 
on another. They want to choose 
products based on what they've 
used previously and how well it 
serves them. 

The fastest growing standard 
is the UNIX operating system. 
And one company is more 
committed to turning the UNIX 
operating system into a powerful 
business tool than anyone else. 
Unisys. 

UNIX from Unisys offers you 
an open system you can control. 
One that fits your business 
exactly, because Unisys people 
specialize in your industry. Let 
us show you what happens 
when a standard is raised to 
a new power. 

Call your Asia Group office at 
Hong Kong (5) 831-3901 or your 
local Unisys office. 


UNISYS AND YOU. 
The power of? 


UNISYS 





wo Australian scientists, working 
on a routine project to develop 
genetic protection for tobacco 
plants against the ringspot virus, 
have made a fundamental breakthrough 
which provides a way of "turning off" an 
| unwanted gene. 

| The technique has been dubbed "genes' 
| shears." Although the work is still in the 
| laboratory stage, Australia's state-financed 
| Commonwealth Scientific and Industrial 
| Research Organisation (CSIRO) has applied 
for patents. There is heady talk in the CSRO 
i 
i 
| 


eon bn ars m reU NP RN ei pe t Y SPINE ANE Rer PA eH mr ee rera e irure re ri Ho toa SPAN ruri ml at n 





of a discovery with virtually no theoretical 
limitations and vast commercial potential. 

By providing a method of neutralising 
certain genes, rather than the more conven- 
tional approach of adding a gene to an exist- 

| ing organism, in theory at least, the door is 
| open for a whole range of new “designer” 
plants and animals. 

Commercial targets have been sug- 
gested, such as producing a stoneless av- 
| ocado or a seedless watermelon. Another 
use could be to suppress production of pol- 
len in flowering plants, making the control- 
, led crosses between breeding lines simpler. 
: It could also be possible to suppress the pro- 

duction of saturated fats in a plant or animal, 
or to “breed out” an unwanted taste ina 
food product. 

But such things might be almost trivial 
compared with the possibility that the dis- 
covery opens up for altering the genes of 
harmful viruses, and thus neutralising 
them. 

Scientists Jim Haseloff and Wayne Ger- 
lach, of CSIRO's division of plant industry in 
Canberra, made the discovery while study- 
ing the behaviour of the ringspot virus. 
They found that when the virus itself was 
carrying a parasite known as satellite RNA 
(nbonucleic acid), it lost its ability to cause 
disease. 

Satellite RNA can only survive inside the 
membrane of a virus. When it has invaded 
the virus, the satellite RNA "switches off" the 

virus’ disease-causing activity. Then it repli- 
-cates, splitting itself into lengths like a roll of 
toilet paper being unwound. 

The key to the discovery was under- 
Standing how the satellite RNA cleaves itself. 
"This always happens where a particular 
molecule called ribozyme is present. Ha- 
seloff and Gerlach were able to synthesise 
ribozymes and implant it in a messenger 
RNA which then transfers genetic informa- 
tion into cell bodies." 

. The messenger RNA molecules are the 
: 'gene shears" which, like shears used to cut 

icloth or wool, in laboratory experiments en- 
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abled the two scientists to neutralise or ex- 
cise specific genes into which the messenger 
is inserted. 

In fuly, the CsiRO and the French Groupe 
Limagrain announced the formation of a 


joint-venture firm Gene Shears to develop 


and market the discovery. While CSIRO con- 
tributes the technology, Limagrain is inject- 
ing A$22.5 million (US$17.40 million). After 
severe public criticism by Science Minister 
Barry Jones of Australian industry for failing 
to invest in the opportunity offered by the 
breakthrough, several major local com- 
panies, including it is believed Elders Pas- 
toral, have made inquiries. CSIRO officials 
say they are hopeful that a third partner, 
injecting another A$22.5 million, may 
jm the venture after negotiations. 


a Michael Malik 


The South Korean alphabet is à remark- 
able achievement. Good King Sejong, the 
multi-talented 15th-century ruler whose 
scientists developed astronomical and 
meteorological devices, set his scholars to 
work to develop an alphabet which would 
free Koreans from the “inconvenience” of 
using Chinese characters to write the Ko- 
rean language. 

The development of hangul, as the al- 


phabet is known, has made generations of 





‘Designer genes, of course.’ 


schoolchildren’s lives easier. But it has 
caused some difficulties when it comes to 
computer software. Whether it is software 
to drive laser printers or for graphics 
displays, hangul-display software is one 
technology that South Korea cannot import. 

South Korea is now becoming a tech- 
nological power, and one of its national 
priorities is to build databases. Computer 
databases are basically huge electronic filing 
systems. One of the most expensive and 
time-consuming parts of building a database 
is inputting the data. 
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Tailor-made senes 


As labour costs continue to rise in South. : = 


Korea, the search is on for an alternative to |- 


using thousands of key punchers to input - f 


the data. The best alternative is to automate | - 
by developing an optical scanning system. | 


But it is something the South Koreans must Y: 
do themselves, since only they can develop |. 
a software system capable of reading han- | 

hg IE 


The Systems Engineering Research Insti- | - 
tute has targetted optical scanning as a top | 
national priority. The prestigious software | 
lab, which is attached to the government- | 
funded South Korea Advanced Institute of | 
Science and Technology, plans to spend a | 
minimum of Won 400 billion (US$606 mil- |. 
lion) in the next three years to develop the 
necessary optical-scanning software. 

“South Korea is very undeveloped in the | 
| 





database industry compared to France or the | 
US,” says Sung Ki Soo, who has run the in- 
stitute since it was founded in 1967. “The 
only economical way to establish a South 
Korean database is using optical input.” 
Sung hopes to have the necessary software 
completed in three years. After that, the in- 
stitute will evaluate its progress and estab- . 
lish priorities for national database projects. 
Sung is no stranger to databases. In the 
early 1970s he developed a computerised 


billing system for the telephone company. 
He helped the national tax administration 


develop a powerful database in the early |. 
1980s over the objections of some well- 
placed politicians. The full potential of that 
database has still not been used, since it was 
designed to help tax authorities switch to a 
so-called real-name financial system, where 
aliases are prohibited in securities and real- 
estate transactions. That effort has been 
stalled for political reasons. | 
Surplus tax revenue has surged since the | 5 
database was developed. Last year, tax rev- | =~ 
enues exceeded projections by Won 3.3 tril- |... 
lion, or about 1276 above target. | P 
One of the biggest and most challenging | 
database projects will be reassessing and T 
| 
| 
| 
| 








rationalising the 35 million parcels of land in | 


South Korea. Rising property prices have | - 


spurred calls for steeply progressive taxeson | 
property owners. But until authorities know | = 


who owns how much land — and whatits | 


real-market value is — that will be impossi- 
ble." P 
: To do the job properly, assessors need to |. 
revalue all the land. But a first step'couldbe | 
made by using the 12-digit registration num- | 
bers — which Sung also developed — that | 
every South Korean has as a way of impo- | 
ing a progressive property tax on large land- | - 
owners. m Mark Clifford | E: 
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Deregulation promotes rapid growth of Indonesia s bank sector 


Unc ] ecked erowth 


he explosion of new banks in In- 
donesia is likely to have a decisive 

] impact' on domestic investment 

and savings decisions, at least over 
the medium term. Major gains in two key 
areas — mobilisation of funds and a lower- 
ing of interest rates — have already been 
recorded in the months since Pakto. But 
the response to deregulation has been 
so enthusiastic that a new concern is 
emerging. Is the government, and BI in 
particular, capable of managing such a 
dynamic banking sector or might growth 
spiral out of control? 

Investors have been clamouring to get 
into the previously protected banking sec- 
tor. Since October last year, when the gov- 
ernment decided to issue new bankifg li- 
cences, banks have mushroomed — from 
tiny rural institutions to state behemoths. 

Of the 41 banking applications received 
by the Finance Ministry, 32 have been given 
preliminary permits and of these 12 have re- 
ceived operating licences. Existing private 
banks have opened 98 new branches and 
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there are hundreds more planned. Twenty 
community credit banks have received 
operating licences and 172 others have been 
given preliminary permits. Nine foreign 
banks have applied to form joint ventures 
with local partners and five of these are al- 
ready open for business. Five of the existing 
WAY foreign-owned banks have opened 
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branches in Surabaya, the most commer- 
cially promising of the six new cities opened 
to foreign banks under Pakto. 

Many of the bank applications come 
from large business groups With little or no 
experience in banking. “Banks give prestige 
to business groups,” said one consultant. 
“The groups start with tradihg, and move 
on to manufacturing and distribution. Bank- 
ing is their final goal. But many of them 
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don't know the first thing about the bus 
ness." Large conglomerates like Astra Inte: 
national and the Ibrahim Risjad group hav 
already acquired banks. Others like Dha 
mala, cigarette maker Gudang Garam an 
edible oil producer Bimoli will soon. 

With new banks sprouting up, compet 
tion for deposits has intensified. Befor 
Pakto, most Indonesians put spare cash int 
time deposits or in a Bi-guaranteed saving 
deposit known as Tabanas. Now, mot 
funds are moving into savings schemes o 
fering high rates, greater flexibility and ext 
incentives, like cash prizes or househol 
goods. Savers switching funds into th 
stockmarket have increased pressure o 
banks to offer better terms. 

Four banks led by Bank Central Asia, Ir 
donesia's largest private bank, and Lij 
pobank launched a savings plan in Ma 
which gives investors a lottery ticket fc 
every Rps 10,000 deposited. Promised tot 
lottery prizes amount to Rps 2 billion a yea 
The banks, controlled "by prominent bus 
nessman Liem Sioe Long, collected Rps 2€ 


billion in new deposits by August. In mk 


September, 19 other private banks jointly o 
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ccording to one Bai 


fered a similar lottery deposit scheme. They 
collected Rps 20 billion in the first week. 
State banks are also setting up new sav- 

ings plans. While some of this money has 
simply shifted from one bank to another, 
bankers say much of it has come from small 
depositors using banks for the first time. 
Wealthy Indonesians are also bringing 
offshore money back into the local market, 
say bankers. 


any foreign bankers in Jakarta 
see greater competition as a 
mixed blessing. Some 
feel that BI discriminates 
against them. While private banks 
are allowed to establish retail net- 
works throughout the country — 
and many are doing just that — the 
foreign banks have been limited to 
one extra branch in Jakarta and a 
single branch in six provincial cities. 
"What I really want to do is open up 
new branches in Jakarta, but this is 
not allowed," said the representative 
of one foreign bank. 

A new rule put in place by BI in 
May limits open foreign exchange 
positions at foreign banks to 25% of capital. 
BI hopes the rule will encourage foreign 
banks to bring in new capital but bankers 
remain sceptical. "Banks would be much 
quicker to upgrade capital exposure if they 
could hedge," explained the top executive at 
a US bank. Due to steady rupiah deprecia- 
tion, the US$1 million initially put in by the 
foreign banks in the 1960s is now worth 
about US$200,000. Under US accounting 
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rules this loss has to be written off against 
home office income, an experience which 
has made senior bankers wary of pouring in 
more capital. 

Foreign banks, however, will be able to 
take advantage of their head office connec- 
tions next year when the legal lending limits 
announced under Pakto come into force. 
These limits require loans to single lenders, 
affiliated companies, employees and direc- 
tors to be held under a specified percentage 
of bank capital. The limits are designed to 
prevent business conglomerates from using 
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in-house banks as sources of cheap funds. 
But the foreign banks will be able to use 
head office guarantees to skirt the legal lend- 
ing limits, thereby absolving them of the 
need to bring'in more capital. 

Over the longer term, the foreign joint- 
venture banks now being set up will be a 
bigger threat to the foreign banks. Nine 
have been approved and several other ap- 
plications are believed pending. "For US$30 
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million [the required start-up capital for 
joint-venture banks] the new banks will be 
looking for low-risk, prime borrowers. This 
is our client base. I expect the corporate 
banking business to get very competitive, 
very quickly," said Len Steffen, country 
manager for Algemene Bank Nederland. 
"Bankers are accustomed to margins which 
cannot be maintained in a more competitive 
environment," he added. 

The foreign joint-venture banks will be 
allowed to branch out into six designated 
provincial cities after 20 months of opera- 
tion. A decision on whether they can 
open sub-branches in Jakarta has not 
been made yet, says Dahlan Sutalak- 
sana, BI's director of money markets. 
But bankers like Lippobank presi- 
dent James Riady worry that 
the joint-venture banks will be 
allowed to build up retail networks 
by merging with local banks. "We 
feel we need to get our retail net- 
work in place by the end of 1990," he 
said. 

With all the new banks chasing 
the same pool of credits, many bank- 
ers see a shake-out as inevitable, 
“The new banks are trying to buy assets 
anywhere, just to get some kind of return. 
Buf there aren't enough creditworthy clients 
for the number of banks that are here and 
soon to arrive, I don’t know how Banks will 
sustain themselves over the medium term,” 
said one foreign banker. 

Banks collecting new funds through de- 
posit-lottery schemes are moving heavily 
into consumer finance and housing loans. 
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"But no one knows what the default rates 
for these loans are going to be," said one 
worried local banker. Officials at BI also 
worry that banks might build up assets by 
financing stock exchange speculators. 

BI under-governor Adrianus Mooy gets 
good marks from bankers for being accessi- 
ble and more willing to listen to advice than 
in the past. But many bankers are suspicious 
that the central bank does not have the staff 
and professional expertise to monitor a big- 
ger, more aggressive banking sector. "This 
is the first central bank I've ever worked 
with where nothing is ever written down,” 
said a senior US banker. 

BI has yet to announce capital-adequacy 
rules for local banks. “We would like to be as 
close as possible to the 8% level set by the 
Bank of International Settlements,” says B's 
Dahlan. But analysts say the cut-off is likely 
to be lower, partly because of the weak capi- 
tal position of the state banks. One Euro- 
pean banker said he had no idea what BI ex- 
pected of the foreign banks. “There is a sur- 
prising lack of clarity over what our capital 
should be,” he said. 


he most pressing problem for Jakarta 
| bankers is finding trained staff. The 


upsurge in new banks and branches 
has put qualified professionals at a premium 
and, gradually, the banking sector at risk. 
"There are far too many banks in operation 
for the amount of talent that is available," 
complained one foreign banker. "Banks rely 
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BNI: shortage of trained staff. 


on their personnel to ensure their integrity. 
That is getting harder to do.” 

Foreign banks, which have a good repu- 
tation for training employees, have been 
raked over by headhunters. “We gave a 50% 
rise to one manager and six months later he 
left to take a job which paid 100% more than 
that at a local bank,” said one US banker. In- 
dustry salaries have gone through the roof. 
A top banker in his early 30s can command 
an after-tax salary of US$150,000 plus other 
perks like a car, a signing-on bonus and lines 
of credit. Junior level clerks are now getting 
US$20,000 a year, double what they earned 
just a year ago. Foreign banks are pressing Bl 
to let them bring in more expatriate work- 








.ers to cope with the staffing shortage 


The first year after Pakto has been : 
boom for bank customers and borrowers 
Banks are treating depositors with new re 
spect and new services are being offerec 
each week. For borrowers, the advantage 
has come through lower interest costs whict 
make more investments economically feasi 
ble. Top-tier companies can now borrow a 
spreads of 1.576, half the level of a year ago 
and spreads are set to narrow further. 

But there is an awareness that competi 
tion is bound to bring about, a shake-out ir 
an industry which has been coddled for fa: 
too long by the government. The first tes 
will come when the first bank fails, an every 
that is more a matter of when, rather than if, 
in the eyes of many bankers. "In principle 
we are resolved not to bail out insolven: 
banks," said Dahlan, but bankers worry that 
a bank failure would decimate confidence ir 
the banking sector and push interest rate: 
back up to the levels of a year ago. 

Sumarlin acknowledges the existence o: 
weak banks and believes that their exit from 
the market, however painful, is necessary i 
a sound, internationally competitive bank 
ing sector is to be formed. “There is no cas 
in the history of banking development ir 
which a bank goes bankrupt because of bac 
management," he told the REVIEW. "They 
go bankrupt because, among other things 
of bad management. What we would really 
like to have is not just more banks, but mon 
sound and healthy banks." E 
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State banks wear two hats. They are "agents of development’ r -A at E 
first and commercial banks second. As commercial banking be- 
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State banks are required to process special prograr nmes, ` ik bos 
subsidised credit schemes for smalf businesses, exporters and 
ical scheme, BI provides 80% of the funds at 
a subSidised rate and the remainder comes from the state bank’ s 
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own funds. Although profit figures on programme lending are 
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not available, most of the programmes are money losers, said- 
nd Arief, pou of pine 34, Up Bank Rakyat 
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FINANCE 3 


Stockmarket surge reveals regulatory problems 


Rough trading 


ndonesia's stockmarket has grown 

spectacularly since Finance Minister 

Sumarlin began to encourage foreign 
portfolio investment 10 months ago. For the 
first time in its 12-year history, eligible In- 
donesian companies see the Jakarta stock- 
market as a source of cheap capital. But its 
creaking underwriting and allotment sys- 
tems, coupled with a lack of professional 
standards means the exchange still has a 
long way to go before it meets international 
standards. 

Rejuvenation of the capital markets is the 
second line of attack in Indonesia's cam- 
paign to free up the financial sector. In the 
space of 10 months, the local stock exchange 
has moved from dormant to vibrant and in 
the process become the darling of interna- 
tional investors on the lookout for the next 
emerging market. 

Although the Jakarta exchange has 
existed since 1977, it was only this year that 
companies began to see it as a source of 
long-term investment capital. Most Indone- 
sian companies have traditionally relied on 
the banks for their funding, with the result 
that many have debtequity ratios well 
above international norms. But a series of 
rulings easing trading and listing require- 
ments, coupled with not-so-subtle govern- 
ment pressure on companies to go public, 
have fundamentally altered the nature of 
the exchange. 

The most significant change has been 
the welcome afforded to foreign investors. 
Sumarlin has overridden certain restrictions 
which limited the amount of shares and the 
types of companies which foreigners can 
buy. A flurry of country funds — five at the 
last count — has energised the market and 
sent prices soaring. The market index 
jumped from 300 at the end of 1988 to 
450 in mid-September. A year ago foreign 
holdings were practically zero — now 
foreigners own an estimated 30% of the 
market. 

One result is that, for the first time, 
domestic companies see the exchange as a 
source of cheap capital and are lining up to 
list shares. Marzuki Usman, the head of 
Bapepam, has pledged to bring 50 new com- 
panies to the exchange in 1989. Once seen as 
wildly ambitious, this target now appears 
within reach. Trading volume has soared 
from under 50,000 shares a day in Novem- 
ber to more than 800,000 shares a day in Au- 
gust. 

But the explosive growth, as in the bank- 
ing sector, has alarmed market participants. 
"The market remains technically unsophisti- 
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cated and is deat: driven primarily by 
speculation. Bapepam seems to be ignoring 
the fact that neither underwriters nor in- 
vestors are looking too closely at the books 
of newly listed companies. “Deregulation 
doesn’t mean no regulation. At least, it 
shouldn't," said Alan Moore, general man- 
ager for BT Pacific, a local brokerage af- 
filiated with Bankers Trust. 

Moreover, it is not at all clear that the rest 


| of the government shares Sumarlin's dream 


of an unfettered capital market — a dream 
foreign investors have been encouraged to 
believe in. “Do local investors understand 
that a stock exchange deals in risk capital — 
that what goes up can also come back 
down?" asks one consultant. Before the 
boom, most investors wanting to get into 
the market bought certificates issued by 
state investment trus: Danareksa. These of- 
fered a guaranteed return in order to entice 
investors out of time deposits, so while few 
investors became rich. none lost money. 
Underwriting muy be the market's 
weakest link. There ¿re 13 licensed under- 
writers, all local, and r ew licences have been 





underwriters earn income on the money de- 
posited by prospective investors), or to 
lower underwriting fees, which now stand 
at 5%. 

As interest in the market grows, the pro- 
cess of allocating shares from primary issues 
has become more cumbersome and, in- 
creasingly, a source of discontent among 


foreign investors. Subscription and allot- 


ment normally takes four to five weeks, and 
the underwriters have only recently started 
paying interest on unfulfilled orders. Invest- 
ors receive only a fraction of the shares they 
apply for, and so can only make money if 
shares trade at a huge premium on the 
secondary market. So far they have done 
nicely. But if the primary market begins to 
weaken, brokers warn, foreign interest 
could dry up very quickly. 

Bankers Trust, to give one example, 
applied for US$35 million worth of Lippo 
Pacific Finance shares when only US$10 
million worth of shares were being offer- - 
ed. Overall, this issue was 108 times over- 
subscribed. For the initial issue of United 
Tractors, an Astra International subsidiary, 
Jardine Fleming placed orders amounting to 
10 times the total of offered shares. In these 
and other recent issues, investors have re- 
ceived on average less than 5% of their or- 
ders, and the percentage is slipping. 

This is because of the government's po- 
licy that no orders be rejected. Previously 
the policy was administered by the simple 
expedient of limiting the number of applica- 


Potential investors queue for shares: rejuvenation. 


put on hold while the Finance Ministry re- 
thinks its screening criteria. "In the mean- 
time what you have is a cartel," said another 
consultant. In most cases the 10 major un- 
derwriters are invited to join underwriting 
syndicates for all new issues, no matter how 
small, and the lead manager role and the 
fees that go with it are simply passed from 
one underwriter to the next, industry 
sources say. Without new entrants, there is 
little pressure on existing underwriters to 
shorten the allotment period (during which 
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tion forms distributed by the underwriters. 
This caused long queues for the forms, and a 
black market in them appeared. In mid-Sep- 
tember, Bapepam said forms could be 
phofocopied, putting an end to overnight 
queues, but at the same time it dropped 
the minimum lot from 100 shares tó a single 
share. 

The new problem, according to A. T. 
Prastowo, the chairman of the underwritefs 
association, is how to arrange registration 
and payment for a much higher number of 
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NESS AFFAIRS 


Jakarta Stock ichange: little understanding of ethics. 


share applications. Registration is still done 
by hand at most underwriters and, as a re- 
sult, brokers now expect the underwriting 
process to take even longer. 

Logistical problems aside, foreign invest- 
ors are now concerned that, with the 
minimum lot standing at one share, they 
will receive even less shares per order. For- 
eign brokers would like to see computer bal- 
loting introduced to divvy up the shares in 
the primary market, but underwriters say 
that this method, which often means a high 
percentage of retail orders is rejected, is 
politically unacceptable. 

Brokers would also welcome an im- 
provement in the quality of prospectuses, 
particularly if this means the emergence of 
in-depth credit analysis and reliable ac- 
counting practices. Companies applying for 
a listing must provide Bapepam and the un- 
derwriting syndicate with five-year projec- 
tions of company results, which are then 
used to set the issue price. But these projec- 
tions are not normally included in prospec- 
tuses because, according to one Bapepam 
official, ^we don't want the public to blame 
us if the projections turn out to be wrong." 
But if Bapepam refuses to provide investors 
with adequate information, brokers point 
out, then Bapepam only adds to the specula- 
tive nature of the market. 

On this and other issues, Bapepam has 
so far been somewhat overwhelmed by the 
rapidly growing market. For example, all 
shares on the Jakarta exchange are regis- 
tered but the registration backlog at 
Bapepam has reached four to six weeks. 
This makes it difficult for foreign investors to 
know what they can buy, since foreigners 
are allowed to own only up to 49% of the 
traded shares in each listed company. 

There has been little vetting of brokers li- 
cences in the pasf and several brokers are be- 
lieved to'be near insolvency. Consequently, 
there has been a steady increase in trading 
off the board, as healthy brokers prefer to 
d@al among themselves rather than risk hav- 

ing bids picked up by brokers in question- 
able financial health. 
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Without a code of ethics and little under- 
standing by brokers of professional stand- 
ards, the system is vulnerable to corruption. 
Brokers allege that large investors can and 
do make payments to Bapepam and under- 
writers to free up blocks of shares. There are 
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many accounts of brokers reneging on sell 
orders when the market is rising in order to 
hold out for a better price. The market is so 
unregulated that one US broker said his 
company was delaying applying for an In- 
donesian licence because of fears that the 
constraints imposed by the US Foreign Cor- 
rupt Practices Act would put the company at 
a competitive disadvantage. 

Sumarlin acknowledges the weaknesses. 
“Regulations are needed for the proper 
functioning of the capital markets,” he said. 
New capital market regulations, which are 
expected to be announced shortly, are be- 
lieved to include definitions of insider 
trading and more clearcut guidelines for 
Bapepam’s supervisory obligations. In addi- 
tion, the new rules are expected to provide 
for domestic investment trusts, corporate 
convertible bonds and the gradual privatisa- 
tion of Bapepam. A separate ruling, also ex- 
pected imminently, will open the door to 
new underwriting firms, with foreign par- 
ticipation allowed, and set upper limits on 
subscription and allotment periods. 

a Adam Schwarz 





FINANCE 4 


Architects of reform still come under fire 


Bureaucrats at bay 


he exponential expansion of In- 
donesia's financial sector in the past 
11 months has exposed the architects 
of economic reform to some rare, but wide- 
ranging criticism. It has also revived some 
familiar but still potentially divisive issues 
about the structure of Indonesia's economy. 

The technocrats are under attack from 
still potent nationalist quarters over the po- 
tential dangers of foreign ownership they 
see in the growth of the capital market and 
banks. The way in which the reforms have 
appeared to benefit large conglomerates has 
prompted a revival of anti-privilege and 
some implicitly anti-Chinese rhetoric. 

The technocrats' assumption is that the 
growth of the financial sector will galvanise 
Indonesia/s hitherto underdeveloped pri- 
vate sector. But untrammelled growth of the 
private sector is not universally popular — it 
is firmly opposed by those who control the 
beleaguered state enterprises. 

Pakto's evident success has convinced 
many that, despite the still weak legislative 
basis of most of the deregulatory reforms, 
there is no turning back. All the same, the 
technocrats are wary of the political pitfalls. 
Sumarlin, for instance, says he never uses 
the word privatisation. "It has bad connota- 
tions," he told the REVIEW. 

Addressing the issue of conglomerates, 
one senior government economist said that 
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while it is true that big business groups have 
had access to government favours, "the 
message is that there will be no more 
facilities." That may be so, the critics say, but 
the current expansion of the financial sector 
has presented conglomerates with the op- 
portunity to exploit the advantages accrued 
in the pre-deregulation era. 

These and other arguments implicitly 
accusing the government of inviting large 
Chinese or foreign-owned groups into 
strategic areas of the economy, have pushed 
the once unassailable technocrats into a tight 
corner. Should the financial sector boom 
turn sour, some analysts argue, their 
policies might not survive. 

There are already rumblings about the 
large amounts of equity being raised by 
companies floating subsidiaries with less 
than healthy balance-sheets. For example, 
the Lippo group recently floated a leasing 
company (PT Lippo Pacific Finance) which, 
according to the prospectus, lost Rps 57 mil- 
lion in the first half of this year on its leasing 
operations. Profit came from currency trans- 
actions and other extraordinary income. 

The lottery schemes first introduced by 
Lippobank and Bank Central Asia to attract 
depositors — and subsequently imitated bv 
other banks — have been criticised for their 
poor management and questionable social 
effects. Talking about the stockmarket, a 
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prominent Indonesian economist said: "The 
technocrats are on the defensive — equity is- 
sues have not been fairly addressed, and 
they are too much in cahoots with foreign- 
ers." 

The reformers argue in their defence that 
if Indonesia’s economic performance is to 
improve, it must be exposed to foreign com- 
petition, and that inevitably some weaker 
domestic enterprises will suffer in the pro- 
cess. Thev also insist they have not lost sight 
of the government's constitutional commit- 
ment to the role of state in the economy. 


hile current conditions militate 
against doing anything to scare off 
foreign investors, some analysts 


believe that once the economic climate im- 
proves, the government will find ways of 
reasserting itself — possibly by imposing a 
tax on profits to fund the state cooperatives. 
"Many argue that deregulation means a re- 
duction in the government's role. In fact, it 
represents the government trying to find the 
right role," said a Jakarta-based economist. 
Arguably, the still considerable economic 
problems facing Indonesia combined with 
President Suharto's consistently pragmatic 
approach to solving them, bodes well for re- 
form. Although economic nationalism is 
never far from the surface, a new factor is 
now coming into play — the increasing con- 
fidence of Indonesia's business community. 
The banking boom has encouraged this 
confidence to grow, but its roots go deeper. 
lhe post-oil boom investment drive has 
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Jakarta financial district: increasing confidence. 


forged a new and urgent partnership be- 
tween business and government, which 
many businessmen believe will give them a 
greater say in policy-making. "The business 
community is gaining more influence over 
political events," said a senior executive of 
one of Jakarta's largest banking groups. 
"This fact, taken with the opening to for- 
eigners, breeds rationality." 

As evidence of this, executives from Lip- 
pobank were recently called before a par- 
liamentary commission to discuss banking 
developments. Lippo group sources also re- 
vealed they had signed an agreement with 
the state investment coordinating board in 
March to finance overseas investment mis- 


for the fur 
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sions. The positive response of large con- 
glomerates such as Astra and Dharmala to 
the "go public" campaign has earned them 
kudos from the government. These com- 
panies are not considered particularly politi- 
cally well-connected, so this may signal that 
business will become less dependent on 
connections to the ruling élite in the future. 
Confident as local bankers seem to be, 

they are not blind to the potential dangers — 
some expect a shakeout in the banking sec- 
tor within three or four years. They also 
know that in a time of crisis there is more 
confidence in foreign banks — and in 
money banked abroad. 

= Michael Vatikiotis 


fiscal encouragement, the funds have 
Stock purchases and only Taspen 


thi t the funds were about 70% in- 
s, 2095 in real estate and up to 10% 
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Trillions of rupiah reside almost. urinoticed i in Indonesian Der 
sion funds and the Finance Ministry i is desperate to channel at 
least some of this money into the Jakarta Stock Exchange. Fi- 
nance officials reason that a large, stable pool of long-term invest- 
.. ment capital will provide ballast to a market which is now hos- 

tage to hit-and-run investors. So 
come to nothing. 

Companies with more than 25 employees. anda payroll above 
a certain level are required to set up a pension fund. Government 
employees are covered by Taspen, a pension scheme funded 
from the government's annual budget. Private companies and 
employees must also contribute to a social security fund called 
Astek. 

Indra Hattari, chairman of the association of pension fund 
managers, estimates that private pension. funds hold more than 
Rps 3.5 trillion. Astek, which controlled Rps 500 billion at end- 
1988, is believed to be now worth over Rps 700 billion and Taspen 
may be twice as big as that. 














Pension funds receive a variety of tax breaks. They are not 


taxed on income received from real-estate investments and they 
can apply for reimbursemnt of the 15% withholding tax levied on 
time deposits. To nudge fund managers into considering the cap- 
ital market, last "October the Finance Ministry decreed that di- 
vidends, bond interest and capital gains would also be tax-free 


far, however, their efforts have — pointed employe 







in foreign currencies. “In fact,” this consultant said, “the Finance 
Ministry « doesn't have any idea what the pe 
: T either does anyone else’ uM 

er : "sion funds, ES Finance Minis- 








try officials and industry. s 


rofessional fund. manager. jk say ‘that E 
this arrangement is open lo abuse and that often funds are run. 23 
more for the manager's benefit than the employees. NL SD 

Another worry for the go government i is that some of the bigge Fs 
funds associated with state enterprises are too heavily invested in 
illiquid real-estate projects. Two state banks, Bank Negara In- 
donesia (BNI) 1946 and Bank Rakyat Indonesia, have their head- 
quarters in gleaming sk /Scrapers on Jakarta's main thorough-  _ 
fare. Both are owned by the banks’ pension funds. The newly — 
opened BNI building, the tallest in Jakarta, cost more than és din 200 — 
billion, according to one sourc bie 

Sumarlin told the REVIEW he was preparinga new law on pen- 
sions which would be releagec 































tate, stocks and bonds. Sur 


marlin said the funds would not beal- — 
lowed to hold foreign curren assets. — 
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d early next year. Industry sources 
predict the law will establish pension funds as separate legalen- 
tities which will report to the Finance Ministry. The law fs ex- 
pected to impose limits on investment in time deposits, real es- e i 


= Adam Schwarz « * 
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ECONOMIC MONITOR: 


THE PHILIPPINES 
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Treading a narrow path 


he Philippines’ first half GNP 
growth slowed to 5.3% — substan- 
tially below the 7% posted for the 
| comparable period last year. But 

while absolute growth may have been dis- 
appointing, there were signs that expansion 
was becoming more solidly based on invest- 
ment. Most important, capital formation 
rose by a robust 27.4% in the first half of the 
year. And the construction industry has not 
only avoided its cyclical biannual downturn, 
but having gained its second wind, grew at 
14.7% a year in the first quarter. 

The bad news, however, is that macro- 
economic problems have emerged, with the 
most immediate problem being a yawning 
trade gap. With a manufactured-exports 
sector dependent on imports, and a decline 
in exports of prawns and metals, the trade 
deficit has ballooned to a six-year high of 
US$1.4 billion as of July. This is more than 
double the 1988 first half deficit of US$639 
million, and exceeds the deficit for the whole 
of last year. Imported materials to fire indus- 
trial expansion are not the only imports to 
have boomed — there also seems to have 
been an uncontrolled flood in imported lux- 
ury consumer items as well. These are unin- 
tended and unwelcome products of trade 
liberalisation. 

The government plans to cover its im- 
mediate foreign-exchange shortfalls by sec- 
uring new foreign loans from multilater- 
al institutions and commercial banks. The 
theory behind this strategy is that the def- 
icits are a temporary phenomenon, caused 
by industry importing large amounts of 
materials and equipment for their expan- 
sion. 





Company results 


Even if this is correct, Manila still has a 
very narrow path to tread — the trade and 
overall balance-of-payments deficit puts the 
peso under tremendous pressure. Unless 
new foreign loans can be raised quickly, the 
government will have to choose from two 
options — both unpalatable. First, it could 
substantially devalue the peso, and hope 
that exports will pick up quickly enough to 
close the trade gap. But this could trigger in- 
flation, because the price of oil is a key factor 
in industrial costs, and the bulk of it is im- 
ported. Furthermore, inflationary tenden- 
cies are already working their way through 
the system, notably July’s 39% rise in the 
minimum wage. 

The alternative, which the monetary au- 
thorities so far appear to favour, is to jack up 
interest rates to make dollar holdings less at- 
tractive. The problem with this option is 
that high interest rates could soupper busi- 
ness' expansion plans, and throw / the econ- 





Economy loses momentum 





omy into a recession, as it did in 1984-85 

All things considered, the central bank i: 
manoeuvring with remarkable skill. Wit 
the country's international reserves dwindl 
ing to US$1.3 billion as of July, it allowed the 
peso to fall several weeks ago to below 
P22:US91. At the same time, it pre-emptec 
speculative pressures by pushing up in 
terest rates, with the one-year Treasury bil 
hitting 26.5% several weeks ago. It has sin« 
loosened up slightly, signalling to the busi 
ness community that despite pressure or 
peso, monetary policy remains un 
ruffled. 

Manila's confidence that it can master the 
current situation is based on the continuing 
expansion of fixed investment. First quarte 
investments registered with the Board o 
Investments (BOD totalled P23.1 billio: 
(US$1.07 billion), nearly three times the Pi 
billion invested in the first half of 1988 
About 42% of this originates overseas, arx 
the belief is that Hongkong, Taiwan, and Ja 
panese capital — shunning China after thi 
Peking turmoil and avoiding the "invest 
ment-indigestion" of Thailand — will arriv 
in the Philippines. 

BOI figures are notoriously misleading 
because they report planned investments 
rather than actual investments. Neverthe 
less, the rise in investment is also indicate 
by the surge in total capital investments reg 
istered under the Securities and Exchang: 


Commission. From a total of 24.9 billion i 


new or additional corporate investments iz 
the first half of 1988, these equity invest 
ments have roughly doubled to P8.9 billiox 
in the first quarter of this year. 

nm Rigoberto Tigla 
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How come youre not 


Is it vour profit margin? Or is it lack of control? Does 
vour European operation in fact need a push in the right 
direction? 


satistied 


Then consider the cost-efficiency of your logistic opera- 
tions. And also a cheaper and more flexible distribution 
network. 


business 


Concentrate in Rotterdam. It offers you up to 40% 
savings on your logistic costs, compared with shipping 
directly to national ports! It offers you access to Europe's 
most sophisticated cargo handling and distribution net- 
work! And, it puts you in control again! 

Because in Rotterdam you save on transport costs 
by shipping through Europe's best equipped port. 

Because Rotterdam is where Europe begins. 
From Rotterdam you can get any cargo virtually anywhere 
in Europe within 24 hours. By road. By rail. By river Rhine 
barge. Or by sea feeder line. 

Because in Rotterdam you store and process your 
commodities right in the centre of your European market. 
In your own or in a contracted distribution warehouse. 

Because in Rotterdam vou have a wide choice of 
physical distribution specialists who can handle your entire 
job. From factory to ultimate customer. 

In fact, the Port of Rotterdam offers you a variety 
of facilities so complete, other ports can only dream of 
them. The Port of Rotterdam is an environment of perfect 
partnership. 

Where over 700 competitive service specialists 
offer you one-stop shopping. 





with vour 





in Europe? 


To better serve your European customers. To improve your 
profits. 

The Port of Rotterdam, External and Commercial 
Affairs Department, P.O. Box 6622, NL 3002 AP 
Rotterdam, The Netherlands. Tel. Int. 31-104894120. 
Telefax Int. 31-104778240. Telex 23077. 


Port of Rotterdam. 
Part of your business. 





"I sure intend to find out", 











Philippine 
Airlines 


è b - in 


THE BEAUTY OF THE PHILIPPINES 


warm and winning. In Villa 
Escudero the local rondalla 
band weaves a musical rainbow that resonates 
with the splendor of summer to welcome you. 


/ ! a 9 
mv It starts with a smile so 






At dusk, on a bridge by the river, illuminat: 
flame torches and surrounded by a casca 
music and color, you can't help bu 
charmed. 

A rainbow of smiles from our charming fli 
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rardesses, like Pia, Ling-Ling and Trish, f 

lits you aboard Philippine Airlines. Where 

service is as warm as the smiles that x . 
“ome you. And the charm of summer 

1ys shines through. 
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Practitioners of the ancient and 
mysterious art of Alchemy tried to 
m gain riches by creating precious 

metals from base elements. They 
never succeeded. 


| te promote or : sell the. ‘product. . ‘Applic 


YOUR FUTURES GUARANTEED 


PARAGON FUND LIMITED 


Investment i in Autres contracts can be 
enormously profitable. But it can also 
involve capital losses. There has always: 
been the risk element - = until i now. 

Now Paragon, : a new and. sophisticated 
fund, enables the investor to participate 
in the potentially unlimited pr (t 
made from futures, while eliminating 
the risk of capital loss — with a fall- back 
guarantee of monies returned after six 
years. — 

JOHN GOVETT. & CO LIMITED, 





the long established City investment. 


manager, manages four futures invest- 
ment advisers. | M Ee 







Telephone: o 







| Telex - 





a This investment educ i is mot a 
the: UK Fina cial Servi 







may only be rade and accepted on the ais dé wm 
of the prospectus of the fund. a 





PARAGON ^ 


FUND 


: " E own asun Sal: at risk. 


- g pude apts and to restore ethe nz 
balance between man and his 





A A personal message 





Acid rain. The E of 


- soils, lakes and rivers. The 
 imminentextinction of species. 


The destruction of tropical forests. 
All these have been headline news 
for many years. - | 

But they're only. the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 


|| accelerating the process of 
|. Pe destruction. | 


| Our life support system 
. All life on earth is inter- 


£g : éoünected, dependent upon the 
- physical processes taking place in 
A A the e and the oceans. 


-This natural peas is: our life- 







The Pee GEN Y 


natural environment. Please ake 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 


WWE International, CH-1196 
Gland, Switzerland. 





WWF 
World Wide Fund For Nature 





Exclusive company 


hose punters lucky enough to 

clamber aboard the flotation of 

Ascii, a Japanese electronics firm, 

saw the shares rise from an offer 
orice of ¥ 4,213 (US$30.31) on 21 September 
o ¥7,500 within a week on the over-the- 
‘ounter (OTC) market. The beauty of initial 
"ublic offerings in Japan is that everybody 
'enefits; the issuer gains prestige and dirt- 
'heap finance; the underwriter receives a fat 
ee; and those who buy the shares in the pri- 
nary market make an easy profit. That is to 
ay, everybody who is in on the action. For 
Ascii, the offer price rates the shares on a 
nultiple of 82 times historic net earnings a 
hare, while initial investors reap a capital 
'ain on paper of 7876. 

Ascii has the right credentials to rise like 
| rocket. Its computer magazines sell 20 
nillion copies a year and the president, 
Cazuhiko Nishi, is almost as prominent in 
apan as Steve Jobs or Bill Gates in the US. 
le is a computer freak who, with two 
riends, built up his company from scratch 
2 years ago. They did not quite start out in a 
rarage but the next best thing, an apartment 
vhich doubled as their office-cum-publish- 
ng centre. Ascii now employs 470 peo- 
le and net profits totalled Y310 million on 
ales of ¥24 billion in the year to March. 
Nho says there are no entrepreneurs in 
apan? 

One thing is certain: investors will not 
ind many of the whizz-kids’ companies 
isted on the OTC market. Nishi says that 
here are two types of OTC firm. One is the 


amily-owned enterprise where the founder 


vants to retire and cash in his chips. The 
ther is run by young managers who need 
nore money to expand, but who are rarely 
wepared to relinquish control by selling 
heir shares. A foreign analyst puts it thus: 
A third of the stocks are garbage, another 
nird are not bad and the rest are exciting." 
The same could perhaps be said for the 
"TC market in the US, called Nasdaq. The 
ifference is that there were 4,451 com- 
sanies registered to trade over the counter in 





44 in Japan today. Admittedly, the latter is 
Rore than twice the level of 1983, but it is a 
wetty miserable number in relation to the 
aore than 400,000 corporations operating 
ationwide. It was not always thus. There 
sed to be a lot more OTC stocks until the Fi- 
ance Ministry set up a second section in 
okyo, Osaka and Nagoya in 1961 and rob- 
ed the OTC market of almost 500 of its best 

Japan’s OTC market still has some star 
rns, though, not least the Bank of Japan, 
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^e US at the end of 1988, compared with. 


SHROFF 





the majority of whose equity is owned by 
the Finance Ministry. Investors can buy 
shares in this highly profitable central bank, 
confident in the knowledge that it is unlikely 
to go bust. Its price has risen from ¥18,000 
in 1984 to ¥720,000 on 29 September. 
Hardly a struggling start-up. 

Until the rules were changed in Novem- 
ber 1983, there was a good reason why up- 
and-coming firms avoided OTC trading. 
They could not issue new shares. But since 
then, the market has become a place to go 
for fresh finance, both at the flotation and 
regularly thereafter. So why are there so few 
companies quoted? 

It is certainly not because the entry re- 
quirements are too tight. The Japan Sec- 
urities Dealers Association (JSDA), which 
runs the market, says the requirements are 
not much different from those of Nasdaq. 
An OTC candidate in Japan must have more 
than 2 million shares outstanding and have 
made a pre-tax profit of over ¥10 a share, 
but a previous dividend payment is not 
specified, nor is the minimum age of the 
company. 

The truth is that many firms aspiring to 
register are turned away by securities 
houses long before the JSDA vets their appli- 
cations. It must be in the brokers’ interests to 
keep the supply of fresh companies to the 
market as low as possible, in order to ensure 
the success of each new registration and to 
keep the club of quoted companies as exclu- 
sive as possible. Listings on the Tokyo stock- 
market tend to soar for the same reason. 

Initial public offerings used to be a racket, 
of which the most notorious was the sale of 
pre-flotation shares in Recruit Cosmos, a 
property company, to politicians who pro- 
fited greatly when the company was regis- 
tered for OTC trading in 1986. Insiders were 
sold scrip at giveaway prices and then took 
their profits as soon as the shares were regis- 
tered. 

The authorities have tried since April to 
clamp down on these practices by banning 
the trade in shares by certain “interested 
parties,” like relatives of the founder and 
major shareholders, two years prior to flota- 
tion and for a year afterwards. In addition, 
the underwriters now hold a pre-flotation 
auction for part of the shares and the offer 
price equals the weighted average of suc- 
cessful bids. But this does not, of course, 
rule out the poseibility of a ramp after the flo- 
tation. Among the 20 new OTC registrations 
since the end of May, 15 rose by only 3-7% 
on the first dayof trading. The other five, in- 
cluding Ascii's shares, rose by 16-43%. 

As is the case on Nasdaq, it is much 
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easier for professional speculators to mani- 
pulate the shares of newly registered OTC 
stocks than those on the Big Board, if only 
because there is so little OTC stock to play 
with in a flotation. Ascii only issued 1 million 
new shares, while another 500,000 were 
sold by venture capitalists (in all, a quarter of 
the equity), worth a mere ¥6.3 billion at the 
opening bell. 

A common misconception is that Japan 
suffers from a dearth of entrepreneurs be- 
cause of the conformity of business life and 
the conservatism of financial backers. The 
history of Ascii suggests that, on the con- 
trary, seed money is easy to come by, if the 
venture is in a growing market and there is 
some new technology involved. Nishi and 
his fellow founders had only been in busi- 
ness for a year when they were able to bor- 
row. And they did not have to go to institu- 
tions cap in hand, says Nishi: the banks 
came to them. 

The company's relationship with the 
banks tightened after they took stakes by 
means of three private placements of shares 
worth a total of ¥4.2 billion between 1983 
and 1988. By the time Ascii came to the OTC 
market, there were 20 venture-capital firms 
holding its shares, as well as Yamaichi Sec- 
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Bank of Japan: star turn. 


urities, Yasuda Trust and Kyowa Bank. 
There was also a US$10 million private 
placement almost two years ago in Switzer- 
land. 


Like that infamous OTC stock, Re- 


cruit Cosmos, and its parent, Ascii is | 


involved in publishing, telecommunica- 
tions and even land in Kawasaki. Is there 
a resemblance between Nishi and Recruit's 


founder, Hiromasa Ezoe? "Ah yes, but | 


Recruit Cosmos is a real-estate producer, 
we are not,” says Nishi. "If I was in Ezoe’s, 


position, I should have done the same thing, | 


as he." B Nigel Holloway 
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Soft landing for Malaysia s plantation companies 





alaysian plantation companies are 
M facing a period of adversity from a 

position of strength. While earn- 
ings are expected to fall from record levels by 
up to 15-2076 in the first half of next year, 
swollen cash reserves will allow most firms 
to smooth out the impact of lower palm oil 
and rubber prices on dividend flows. 

Poorer commodity price prospects have 
also refocused the attention of Malaysia's 
major agriculture-based companies on yield 
improvement and on cutting costs. Diver- 
sification into downstream products is being 
attempted only on a piecemeal basis, in part 
reflecting a lack of past success in processing 
and manufacturing. 

"Plantation companies have just had two 
very good years and this year won't be bad 
either," says Ong Keng Wee, manager of in- 
vestment research at Arab-Malaysian Sec- 
urities. "Margins on palm oil production are 
still about 40% even with the global price de- 
crease. Not many companies can brag about 
that." 

Nonetheless, current conditions are a far 
cry from the heady days of last year when 
palm oil and rubber prices were at a peak. 
Since then, palm oil prices have fallen about 
20%, while natural rubber prices have drop- 
ped 13%. Although there are no signs these 
markets will fare far worse in the coming 
months, no price increases are expected 
until well into 1990. 

In both cases, market lethargy reflects de- 
pressed fundamental conditions. Palm oil 
prices have weakened due to buoyant soya- 
bean production in the US and Brazil, a local 
bumper crop and high stocks, and less de- 
mand from India, traditionally one of 
Malaysia's biggest customers. 

At end-September, crude palm oil (CPO) 
was M$743 (US$277) a tonne, down from a 
January 1988 high of M$1,183. CPO futures 
on the Kuala Lumpur Futures Exchange 
(KLFE) for January 1990 delivery showed a 
modest firming to M$793. "Barring natural 
calamity, the downturn in palm oil prices 
will continue to run into next year," says 
Ben Lee, head of research at W. I. Carr in 
Kuala Lumpur. 

While these prices still allow a reasonable 
profit margin fer Malaysian producers, cur- 
rent comditions in natural rubber markets do 
not. Prices are depressed by a release of In- 
ternational Natural. Rubber Organisation 
buffer stocks earlier this year and, more criti- 
cally, a downturn in demand from the major 
industrial countries and South Korea. 
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Comfortably off 


Rising production in Thailand and 
Indonesia and a nasty shake-out in the 
local rubber glove industry also conspired 
to drive natural rubber prices down to 
a month-on-month two-year low of M$2.33 
a kg at the end of September. Rubber fu- 
tures on the KLFE were even dimmer. 
Brokers marked down SMR 20 grade rub- 
ber to M$2.18 a kg for January 1990 de- 
livery. 

The shares of major plantation com- 
panies have generally fallen in line with 
poorer commodity price forecasts. The 
share price of Sime Darby's agricultural 
arm, Consolidated Plantations (Consplant), 
for instance, has slumped from a July 
1988 close of over M$4 to a low of M$3.12 
a year later. Others, save Kumpulan Guthrie 
which went public at a modest premium in 
August and has since risen slightly, have 
also fared badly. 

Despite a general optimism over the 
long-term competitiveness of Malaysian 
plantation companies because of their hefty 
research and development outlays and ex- 






perienced management, most brokers are 
not yet willing to send out a buy signal. "At 
present, there aren't any bargains out 
there," says Low Mei Ling, a director at 
Antah Jardine Fleming. "It is still a situation 
of high stocks and low demand." 

In financial terms, the plantation com- 
panies are better off than they were two 
years ago. Most used the proceeds of the 
boom to pay down bank debt and many are 
now flush with cash. All are proceeding 
with cost-cutting campaigns, designed to 
ameliorate some of the pressure from poor 
commodity prices. Their. problem, says 
Arab-Malaysian's Ong, "is what to do with 
all the money they've made." 
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Malaysian plantation groups see slowdown 


Traditionally, plantation companies have 
used excess earnings to buy more land. But 
with land prices throughout Malaysia on the 
rise and a dearth of available first-class 
agricultural land in West Malaysia, the com- 
panies are doing a bit of buying and selling. 

New land purchases are coming in East 
Malaysia, where wide swathes of forest are 
falling to loggers. Most have purchased new 
concessions or have bought existing planta- 
tions in Sabah during the past two years. 

On the selling side, those with large 
holdings in the Klang Valley, where Kualz 
Lumpur is located, have been active. Con: 
splant, Harrisons and Guthrie have eithei 
sold urban land at a premium or are de 
veloping it themselves. | 

In revenue terms, Consplant has the 
greatest lead in diversification. It bough 
51% of Malaysia's largest tyre manufacture 
Dunlop Malaysian Industries (DMI) and ar 
edible oil refinery at the tail end of the las 
boom cycle in 1985. 

Since the end of 1988, when it had ove 
M$200 million in surplus cash, Consplan 
has spent $$25 million (US$12.8 million) or 
the purchase of refiner and marketer Sime 
Darby Edible Products from Sime's Singa 
pore arm and has beefed up DM's latex pro 
ducts capacity. Non-plantation activity nov 
accounts for about one-third of Consplant’ 
turnover. 

Harrisons, which in 1985 bought Norwe 
gian-owned rubber products maker Viking 


Askim, has also become more aggressive. I 
March, it embarked on the construction of 
M$150 million oleo-chemical plant nei 
Klang in partnership with Henkel of We: 
Germany, New Japan Chemical and Luck 
of South Korea. It is also building a fruit coi 
centrates plant and has started plantir 
guavas. 

Raising non-plantation earnings is a di 
ficult task for these firms, whose capitalisi 
tion is among the largest on the Kuala Lun 
pur and Singapore stock exchanges. For tk 
foreseeable future, anwsuccessful expansic 
into new businesses is likely to remai 
dwarfed, in financial terms, by pure agricu 
tural revenues. 
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A deal by UIC raises questions in the market 


An as set revaluation 


"—M———————Ó EE tre i te ata aaa anaa 
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week after booking: a 100% profit on 
the sale of the Paragon, a prime retail 


complex in Orchard Road, Singa- 
pore-listed asset trader United Industrial 
Corp. (UIC) has taken opportunity losses of 
nearly US$130 million — and become em- 
broiled in a controversy over a related party 
transaction — through its sale in January of 
24% of Unggul Indah Corp. This company is 
an Indonesian joint venture that manufac- 
tures alkylbenzine for use in making deter- 
gent. 

Highlighting the débacle is Unggul 
Indah's flotation on the Jakarta stockmarket, 
the public offer for which is open from 28 
September to 11 October. The company is 
being offered to the public at 35 times fore- 
cast 1989 earnings, a price that values it at 
US$581 million. Eight months previously, 
UIC's sale of its 2476 deri. valued Unggul 
Indah at just US$42 million. 

More worrying, the sale's original disclo- 
sure made no mention of the purchaser's 
identity. A statement on 19 January said 
merely that UiC's 24% stake was sold for 
US$10.1 million cash to an "existing share- 
holder" on a ^willing buyer, willing seller" 

basis. Other than noting that the cash gave it 
additional resources, UIC gave no reason for 
selling. 

With Singapore brokers alleging that the 
sale was a related party transaction, UIC is- 
sued more details on 30 September. The 
new statement said the 24% holding was 
sold to Anthony Salim, the son of Indone- 
sian magnate Liem Sioe Liong. Salim then 
5n-sold 16% to Stannel Art, a Hongkong-in- 
*orporated company, and 8% to PT Aspirasi 
wuhur, raising Aspirasi Luhur’s stake in 
_Jnggul Indah to 84%. 

The statement admitted that Supra Ver- 
tas, a company owned by Oei Ek Tjhong, 
the father of Oei Hong Leong, who controls 

aic through a 20% shareholding, owns 25% 
of Aspirasi Luhur. UIC managing director 
yeong Chee Whye commented: “There is 
xo rational reason why we should wish to 
senefit Oei Ek Tihong when his effective in- 
erest in the stake sold by UIC is 8.3%, com- 
sared with Mr Oei Hong Leong's 19.7% in- 
rest in UIC.” 

. Stannel Art's ownership is not known. 
mat a search of the company file shows it to 
æ a front company, registered on 15 July 
s ast gti Its Hongkong adress is the same 











ce cor Bank Central Asia, an indonesian 





ank whose chairman is Liem Sioe Liong. 
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VIC further defended the sale on the 
grounds that “a minority interest of 24% 
could not provide UIC with a participating 
role in the financial and administrative man- 
agement of Unggul Indah.” The price was 
agreed after “extensive negotiations,” while 
the board had "all along been aware of Oei 
Ek Tjhong's interest in Supra Veritas and 
Aspirasi Luhur." 

The fact remains that a stake sold for 
US$10.1 million is now valued at US$140 
million in an initial publicoffer on the Jakarta 


Stock Exchange. Given that Jakarta traders - 
routinely stag new issues to heavy pre- ' 


miums to the offer price, the holding will 
probably be worth far more when the shares 
start trading later this month. 

Admittedly, not even highly rated Singa- 
pore commands Jakarta's price levels. But a 
13.8 times increase in Unggul Indah's valua- 
tion in eight months would suggest that UIC 
— normally a skilled asset trader, as evi- 
denced by the previous week's 10076 profit 
on the Paragon, a property held for just 13 
months — sold far too cheaply. 

UlC's defence is that the sale price was 
struck in August last year, a time when 
an Indonesian listing was a far less viable 
option for unloading the stake than now. 


This, though, does not explain why the . 
24% stake was sold on a multiple of 47. 
times 1988 earnings. Based on forecast 1989 ~ 
net profit, as disclosed in the prospectus, UIC 
sold at 2.5 times earnings. Based on pro- > 
jected 1990 profit, UIC sold at 1.3 times 
earnings. E 

“Maybe as foreign investors, we did not 
have such a good idea of the project," Leong ~ 


. told the REVIEW, “but earnings were depen- 
. dent on tariff protection which was renewa- 


ble annually. That was part of the reason - 
why we sold out. It's always easy to look 
back with hindsight." 

The issue of possible related party 
transactions in the Oei family is also not 
fully clear. Unggul Indah was incorporated _ 
as a joint venture in February 1983 between 
uic and Supra Veritas. UlC's 65% stake 
was cut to a minority holding to comply 
with the Indonesian Government's condi- 
tions for approving the scheme. However, 
UIC was not obliged to sell out entirely of the 
project, which was hailed in earlier years as 
an important growth play. 

Supra Veritas' holding was transferred to 
Aspirasi Luhur, which is owned by Liem, 
Oei Ek Tjhong and Lautau Laus, one of the 
largest industrial chemical distributing com- 
panies in Indonesia. This company is con- 
trolled by Joan Fudiana and members of the 
Masrin family. 

Essentially, Unggul Indah was taken 
over by leading private-sector interests in In- 
donesia's chemical industry. UIC, it seems, 
had no part in this equation. In selling out, 
however, Oei Hong Leong has done ir 
by his uc shareholders. 
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New Zealand's top merchant bank goes under 


M in insolvency | 
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sian lenders will be most seriously hit 
AS the crash of DFC New Zealand, 
the country’s largest merchant and 
investment bank and ninth-largest financial 
institution with NZ$2.9 billion (US$1.7 bil- 
lion) of assets. DFC chairman John Perham 
said banks in Japan, Hongkong and Singa- 
pore accounted for 50-60% of lending to DFC. 
The formerly state-owned operation was 
placed in statutory management under the 
Reserve Bank at its own request on 3 Oc- 
tober after a reassessment of provisions for 
loan losses (so far unspecified) indicated that 
shareholders’ funds standing at NZ$180 
million would be almost or completely 
wiped out. Loan-loss provisions in the ac- 
counts to 31 March were NZ$99 million. 
DEC was bought last year by an 80:20 
partnership of the state-owned but au- 
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tonomously run superannuation fund, the 
National Provident Fund (NPF), and Salo- 
mon Brothers of New York for NZ$111 mil- 
lion. NPE, which injected a further NZ$45 
million in November 1988 and is now facing 
an acknowledged loss of NZ$147 million 
and perhaps up to NZ$250 million, refused 
to inject more capital. 

The government rejected a plea by NPF's 
chairman, Paul Collins (chief executive of 
Brierley Investments), to guarantee DFC's 
liabilities. It has also rejected so far un- 

specified claims by NPF and Salomon against 
warranties that the 1988 accounts were fair 
and reasonable, claims whieh Collins said 
might now be increased. e 

Collins said the collapse — he considered 
there was no chance of resuscitation *- was 
the most serious since deregulation began ine 
1984. It has serious implications for the New 
Zealand economy, both in the ripple effect 
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through the 3-4,000 business borrowers 
(some of which, particularly in the depress- 
ed property and tourism sectors and ac- 
counting for 40% of DFC's loans, may find it 
difficult to refinance) and on the more wary 
attitude foreign banks might now take to- 
wards lending to New Zealand corpora- 
tions, which need investment funds to fuel 
the fragile recovery now under way. But 
New York credit rating agency Standard 
and Poor's said there was no cause to rerate 
the country as a result. Local financial mar- 






kets took the crash in their stride: the share 
market climbed strongly the day after the 
announcement. New Zealand Institute of 
Economic Research director Allan Bollard 
also played down the likely effect on the eco- 
nomic recovery. 

The Dec collapse came just three months 
after a confident annual report stated that 
despite a loss of NZ$4.9 million, the balance- 
sheet "remains strong and very liquid" and 
less than two months after NPFs report 
stated DFC's "medium to long-term pros- 
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Philippine investors excited about new smelter 


Born-again profits 


By Rigoberto Tiglao in Misamis Oriental 
anticao — a Mindanao municipal- 
ity once plagued by insurgency — 
is not the place one would expect to 

find a new industrial firm that has fired the 

imagination of Manila investors. 

Located about 20 km from the industrial 
belt of Iligan City, Manticao is the site 
of Integrated Chrome Corp. (Inchrome), 
the Philippines’ newest producer of ferro- 
chrome, a raw material used in making 
stainless steel. Inchrome, which was incor- 
porated in June 1988 and had amassed as- 
sets of P238 million (US$10.8 million) by the 
end of July 1989, is selling 25% of its stock to 
the public on 16 October, with a listing at the 
stock exchanges some time in November. 

Most stockbrokers in Manila are advising 
their clients to buy Inchrome's shares at the 
offering price of 2.0.03 for each of the 4.135 
billion A shares, and P0.033 for each of its 
2.756 billion B shares, which can be held by 
foreigners. Investors seem receptive to the 
message — an official at International Cor- 
porate Bank, the underwriter, told the 
REVIEW that applications are flooding in and 
allocations may have to be scaled down 
even for stockbrokers. 

The enthusiasm over the listing is not 
solely due to the group's fundamentals. 
Equally important are the quick profits 
which investors made in the two latest list- 
ings — Philippine National Bank and Robin- 
son's Land Corp. (REVIEW, 1 June and 7 
Sept.). 

However, investors are also impressed 
by the speed and imagination with which 
the firm was set up, using a plant aban- 
doned two manths after the February 1986 
uprising. It also reflects confidence in the 
managerial and financial skills of the firm's 
chairntan, Alfredo Velayo, who is also chair- 
gnan of listed firm Seafront Petroleum and 
Mineral Resources Corp., and International 
Corporate Bank. 


Velayo's extensive background in the 
mining industry was clearly crucial in setting 
up Inchrome. Velayo and Rafael Atayde, 
another mining executive, rushed to estab- 
lish a ferrochrome plant, poaching several 
key executives from Marinduque Mining 
and Industrial Corp., when he spotted a 
surge in the ferrochrome price in early 1988. 

Ferrochrome prices soared from a fourth- 
quarter 1987 level of 46 US cents a lb to an all- 
time high of 80.5 US cents in the second 
quarter of 1989. The movement was 
triggered by anti-apartheid mining strikes in 
South Africa, which produces 45% of the 
world's chromite supply. 

The three other Philippine ferrochrome 
producers were largely unable to profit from 
the price surge since they relied on imported 
chromite. Velayo quickly put together a col- 
lection of interests which could all profit 
from the opportunity. 

Velayo chose for his venture the then-de- 
funct Electro Alloys ferrosilicon plant in 
Miniticao. This plant was formerly owned 
by the Japanese firms C. Itoh and Nippon 
Denko in joint venture with the family ofthe 
vice-president Salvador Laurel. It was aban- 


Mindanao's new face 
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pects are sound" — though half the portfolio 
was in the troubled property and tourism 
sectors. 

In June, New Zealand's biggest clearing 
bank, the majority state-owned Bank of 
New Zealand drastically raised its loan loss 
provision from NZ$370 million in February 
to NZ$1.29 billion in June. This forced an 
emergency capital reconstruction. Also in 
June a disastrous NZ$320.5 million loss by 
NZI Bank forced its parent, NZI Corp., into 
100% foreign ownership. m 


doned in May 1986, with the Japanese dis- 
couraged by slumping ferrosilicon prices 
and, industry sources say, the level of in- 
surgency in the area. 

So Electro Alloys was more than happy 
to find a buyer, and Inchrome bought both 
the plant and the site for P45 million, 
though industry sources believed the plant 
was worth more than P60 million. In- 
chrome's initial outlay was even smaller, to- 
talling only P30 million. The balance came 
from a five-year loan from Nippon Denko, 
one of its stockholders, at a concessional rate 
of 7%. Velayo's chairmanship of Interna- 
tional Corporate Bank also proved useful — 
the bank opened a P40 million credit line tc 
Inchrome in August 1988. 

Inchrome is owned 20.4% by Velayo’s 
Seafront Resources Corp., 16% by Nippor 
Denko, 13% by Wolff and Co., and 12% by 
Caschrome, Inc. Caschrome's involvement 
is crucial — while other Philippine ferro 
chrome firms have to import chromite, o 
face irregular supplies from local mines, In 
chrome will be supplied by Caschrome, 
which has two chromite mines in Luzon anc 
two near the smelter plant in Manticao. In: 
chrome has also secured a three-year supply 
contract with another firm operating a chro 
mite mine near the plant site. 

The Manticao site also appealled to In 
chrome because of its proximity to powe 
sources — ferrochrome smelting is a power 
intensive operation. Since the Nationa 
Power Corp.s (NPC) Maria Cristina hy 
droelectric plant in lligan City is nearby 
Inchrome has been able to connect direct 
ly to NPC at only 20.68 a kilowatt hour, thi 
lowest rate in the country. 

Inchrome's engineers converted the ok 
ferrosilicon plant into an ferrochrome smel 
ter with a capacity of 25,951 tonnes a year a 
a cost of 25.5 million. Production started ii 
February and reached 2,772 tonnes a montl 
in September — well in line with its yeart 
production targets. All its output has bee! 
shipped to Nippon Denko, Dado Steel, Nir 
pon Steel and Kobe Steel. 

Inchrome has been in operation con 
mercially for seven months, and made ni 
profits of P50 million from April to July th 
year. Its ferrchrome costs 25 US cents a Ib i 
produce, while ferrochrome prices in tb 
second quarter of the year averaged 80.5 U 
cents. 
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Taiwan’s biggest underground 
investment house becomes legal 


> Taiwan's Hong Yuan Group, largest of 
the island's grey-market investment 
houses, said it would turn legitimate under 
a company licence issued by the Economics 
Ministry and would allow investors to 
withdraw deposits. The firm suspended 
withdrawals three months ago when 
parliament passed a new banking law that 
outlawed underground deposit-taking 
firms. The unlicensed investment houses, 
which control enormous sums and which 
had been paying depositors interest of 4% a 
month and higher, were considered by 
officials and private bankers to be 
destabilising to the economy. Hong Yuan 
will be the first such firm to become 
legitimate since the banking law was passed 
in July. 


Big tax windfalls for 
top South Korean firms 


> The South Korean Government says 
that it has given tax exemptions worth Won 
294 billion (US$442.1 million) to 67 firms 
since the end of 1985. The exemptions were 
provided as part of the government's 
industrial rationalisation programme. Most 
of the benefits went to a few firms. The 
Office of National Tax Administration says 
that seven firms received Won 174 billion in 
exemptions, according to local press 
reports. Kukje Corp. received exemptions 
of Won 56 billion and Korea Shipping Corp. 
Won 34 billion. 


South Korean firms expand 
overseas real estate holdings 


> South Korea's Ministry of Finance 
reported that the book value of corporate 
holdings of overseas real estate was Won 
78.3 billion (US$117.7 million) at the end of 
1988, a 23% rise from a year earlier. The 
figures are expected to continue rising 
rapidly as South Korean corporations use 
their growing foreign-exchange earnings to 
linvest abroad. Three groups, Hanjin, 
‘Hyundai and Samsung, together owned 
imore than half of the overseas property 
iassets. 





Thai-Lao private bank 
set up in Vientiane 


$ Laos’ first foreign-controlled private 
commercial bank, the Thai-controlled Joint 
evelopment Bank, opened its doors in 
Wientiane on 3 October. The Phromsuwan 
3ilo and Drying Co., ted by northeastern 
Whai businesswoman Suwanee 
uapairojana, holds 70% of the bank, and 
he National Bank of Laos holds 30%. The 
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bank was set up with Baht 100 million 


(US$3.9 million) in registered capital and 
management will be guided by officials 
from the Union Bank of Bangkok. 


Malaysia Airlines plans 

flights to Vieinam 

> Malaysia Airlines will probably begin a 
weekly return flight from Kuala Lumpur to 
Ho Chi Minh City before the end of 1989, 
managing director Tan Sri Abdul Aziz 
Abdul Rahman said on 2 October. The 
national carrier, which is rapidly expanding 
its route system, has also held discussions - 
with Burma over a possible joint air service 
with Myanmar Airways between Rangoon 
and Kuala Lumpur. 


Business indicators 


US to seek compensation 





from Japanese builders 

P» The US Justice Department is seeking 
compensation of ¥5 billion (US$35.9 
million) from 140 Japanese builders, 
including Taisei Corp. and Shimizu Corp., 
allegedly involved in a bid-rigging case at a 
US naval base in Yokosuka near Tokyo. 
Japan’s Fair Trade Commission fined 70 
firms a total of ¥290 million in December 
1988 for conspiring to fix bids for projects at 
the naval base in 1984-87. 


Virgin Records links with 
Japanese firm 

> Japanese media company Fujisankei 
Communications acquired a 25.1% stake in 
Virgin Music Group, the record company 
owned by British pop music and airline 
entrepreneur Richard Branson. The £96 
million (US$155.6 million) deal is the biggest 
Japanese investment in a European media 
company and the venture will launch a new 
record label in Japan. 
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Philippine Government sells 
stake in Benguet Corp. 

P The Philippine Presidential Commission 
on Good Government has sold most of its | 
8.2 million shares in Benguet Corp. which it | 
had sequestered as ill-gotten wealth of 
Benjamin Romualdez, brother of Imelda 
Marcos. The three winning bidders were 
Rizal Commercial Banking Corp., on behalf 
of 14 funds (6.2 million shares); Far East 
Bank and Trust Co., on behalf of the 
employee stock ownership plan of Benguet 
Corp. and its subsidiaries (36,000 shares); 
and Jovan Land Inc. (36,000 shares). The 
average price for the block was P.47.41 
(US$2.16) a share. 


Malaysia issues first 
Eurodollar bond 


> Malaysia issued its first Eurodollar- 
denominated bond on 28 September to a 
strong, Japanese-dominated market 
reception. The US$200 million, seven-year 
issue was priced at 9.5% and was lead 
managed by Goldman Sachs Asia, an arm 
of the blue-chip US investment bank. The 
issue was Malaysia's first effort to tap 
international capital markets since August 
1988 when Kuala Lumpur sought a U5$300 
million, 10-year syndicated loan. 


South Korean urban 

incomes surge 

» Average urban households’ incomes in 
South Korea surged 26% during the second 
quarter of 1989 compared with a year 
earlier, according to South Korea’s 
Economic Planning Board household 
survey. The said that income 
averaged Won 765,000 (US$1, 150) a month. 
Expenditures grew 34%, led by spending 
on cars, health care and clothing. 


Taiwan group pulls out 
of Philippine project 


> China General Plastics of Taiwan has 
pulled out of a US$320 million 
petrochemical project in the Philippines — 
deciding instead to invest in a similar project 
in Malaysia — because the project has 
already been delayed for nearly two years 
by local political squabbling (REVIEW, 17 
Aug.). However, USI Far East Corp., which 
has a 60% stake under the original equity 
structure, is still confident that the project 
will proceed and has asked the International 
Finance Corp. and the Asian Develoment 
Bank for equity participation in the project. 
The government is yet to enact a law 
which would lift excise taxes on the á 
naphtha feestock, crucial for the project's 
viability. 
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PRICES AND TRENDS 


Last sale to 2 Oct. | - Latest Previous week — 3months ago Year ago Average of representative high-grade issues 
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BUSINESS AFFAIRS 





STOCKMARKETS 


a a a Taipers regulators tumble the market uuu foreign investors re-kindle 
Hongkong a a u Singapore drifts a a a Marcos dies, Manila survives a a a Bangkok’s 


correction continues in period ending 3 October a a a 


Shares rose early in the period, but | | The stockmarket performed well in 
then dropped back to close lower, despite |“ ~ another holiday-shortened period, as a 
ghts issues for securities house: 


a by-election victory by the ruling Liberal ig 
and provincial banks soothed worries 


Democrats. Index-linked selling and a f E 

pause in the yen caused the decline. Toho | ' about oversupply of new scrip. Daily 

Bank climbed ¥250 to ¥1,440 and Nippon volume recovered to average 13m shares 
Won 346b (Us$520.3m). The strongest 


Fire & Marine rose ¥40 to ¥1,710. Daily 
sectors were marine transportation, up 


turnover rose to average 921m shares, E 
worth ¥1.6t (US$11.51b). | 7 m 4.8%, and securities shares, up 3.8% 











Foreign interest in the market's strong 
fundamentals sent prices soaring twice 
in the period, with nervousness about 
China’s celebrations of 40 years of 

^ communist rule providing a hiatus. 

^ Turnover fell slightly to average 517m 
shares a day, worth HK$935.5m 
(US$119.9m). Hongkong Land added 40 
HK cents to HK$9.15. 


The market suffered its greatest period 
fall since the beginning of July, with a 
decline of 625 points. Analysts cited 
mounting concern over regulators' effort: 
to cool insider trading and speculation. 
Average turnover dipped to NT$100.54b 
(US$3.93b). Chien Tai Cement fel] 
NT$17.50 to NT$120.50, and Nam Chow 
Chemical dropped N1$21.50 to NT$123. 


The index rallied to near post-crash highs 
as investors ignored fundamentals and 
focused on corporate activity. A shortage 
of quality scrip and heavy options play 
also helped. Turnover swelled to total 
702m shares worth A$2.168b (Us$1.68b). 
Merger talk pushed up the banks, with 
ANZ gaining 58 A cents to A$5.88 and NAB 
26 A cents to A$6.90. 


With foreign institutional investors 
sidelined, prices drifted within narrow 
limits in a basically retail market. Activity 
centred on selected Malaysian stocks, 
Singaporean lower liners and warrants. 
DBS Land shot up 21 5 cents to $$2.85 but 
United Industrial Corp. lost 1 s cent to 
oO 88224. Daily volume averaged 54.98m 
QI MAMIJ x $7w shares, worth 5$$119.27m (US$60.9m). 


The index struggled to a 1989 peak early 
-KLSE Composite index,aog.24 in the period. Activity focused on 
oo government-backed or connected 

companies, ahead of the 27 Oct. budget. | 

Takeover target Cement Industries of 

Malaysia rose 16 M cents to M$3.28 but —— | 

Bedford lost 4 M cents to M$1.28. Daily | 

EMT 77 - turnover averaged 34 33m shares, worth n 

deg v9 M$69.71m (US$25.9m). — E 

| 





sEEEREL 


The market ended its recent slide and 
even shrugged off the collapse of the 
investment bank DFC New Zealand to 
finish slightly up over the period. Fletchei 
Challenge finished 7 NZ cents higher at 
N2$5.21. Brierley Investments was up 
"77 leentatNZ$2.20. Volume remained 
7777 virtually unchanged, totalling 36.04m 
shares worth NZ$87.44m (US$51 7m). 





-In response to the recent slump, state- 
owned institutions returned to the 
market in force, pushing the BSE Index 
22.13 points higher to 748.64. The scale of 
institutional buying sent recent bears 
hurrying to cover their short positions, 
adding to the upward pressure. Tisco 

— 77 mroseRs50(us$3)to Rs 1,215. Reliance 
Sow closed at Rs 106, and Colgate at Rs 177.50 


Bangkok The correction continued as both foreign 


and local investors decided to take profits. 
But new foreign buying was also clearly 
visible, especially in thinly traded stocks. 
Thai Teijin fell Baht 47 to Baht 175; 
Starblock was down Baht 13 at Baht 61. 
qs Land and House rose Baht 48 to Baht 31. 
^e 777777 Turnover averaged Baht 2.15b 
PETER RMT TE SOW (US$81.75m)a day. 


Because most brokers are optimistic that 


the government will soon relax monetary 
policy, the market shrugged off Marcos’ 
death. PNB gained P2.50 to 2507.50 while 
PLDT common gained P5 to 2447.50. 
Turnover was bloated by the sale of 8m 





The market was at first lacklustre, as func 
managers pondered their third-quarter _ 
performance. However, on 3 Oct., the 
Dow Jones Industrial Average shot up 
1.5% to record highs, as investors boughs 
stocks sensitive to cOnsumer demand an: 





sequestered shares of Benguet Corp. interest rates, after worries surfaced abot 
“oT  WOrth 2396.5m, and averaged 824.3m me oo ABB earnings results. Daily trading averaged | 
UItWXWiiA30W shares worth P355.7m (Us$16. 2m) a e YT 157.6m shares. | 
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Reserve your 
1990 Diary 


Now, as a privileged reader, you can reserve the 
Review's 1990 Pocket Diary at a 10% savings. 





The Pocket Diary 

With a total of 168 pages this exceptionally slim (just 3/8") diary features a 
13-month, week-at-a-glance format and is bound in rich black bonded 
leather covers. Stylish and convenient, the diary also features 36 pages of 
useful international business and travel information plus additional pages 
for addresses and notes, offering an unparalleled compendium of essential 
personal and business data. 


Size:3 1/2" x 6 3/4" (8.75cm x 17cm) Code: 881 
Regular price: DSHS Now: US$13.50 





t 
Slim and elegant in design, this handsome wallet - handcrafted in luxurious 
matching black cowhide leather - has five individual credit card slots, plus two 
billfold pockets and extra compartments for business cards, airline tickets and 
receipts. 


Size: 3 5/8" x 7 3/16" (9.2cm x 18.2cm) Code: 883 
Regular price: US$29-5(] Now: US$26.55 







jf 
The Pocket Diary in a matching leather wallet, with room for cash and 

credit cards, make a perfect gift for you or your friends. We'll even 
gold-block up to four initials on the front. And, if you're sending 
. the diary or wallet as a gift, we can dispatch them direct to the 
recipient and include an elegant gift card in your name, free. 


Code: 885 
Regular price: US$42:50 Now: US$38.25 


uem OC m mam mas Mum NER MEM SS M ER am um um um em m um um um um am ms m m m m m m m m c c S =  -— 
? 





ORDER FORM J Please gold-block my initials. Four initials 
(Please return to: Review Publishing Co. Ltd., GPO Box 160, Hong Kong) maximum. |J.|J DIL 
| Code tem — Price US$ | Qty | Total US$ - J lenclose my cheque for US$ (pay- 





[ Gold-blocking of initials — Per item | 5.00 re JVisa ‘American Express Diners Club. 
| Packing/Handling Per item | 1.00 Card No: 


Exp. Date: 








[881 Pocket Diary (Black) able to Review Publishing Co. Ltd) in payment 
883 Leather Wallet (Black) of my order. 
885  Diary/Wallet Set (Black) 38.25 J Please charge my credit card: 


Add Optional Airmail surcharge (see below) 
Total Amount of Order 






Signature: 
, ade ; gos nie amd nope iE TL LLL or ts 
* Please allow 2 to 3 weeks for delivery by airmail and 6 to 8 (Please print in block letters) 
weeks for delivery by surface mail. (Despatch will start in early Address: * 
October 1989). ° 
v o 
OPTIONAL AIRMAIL SURCHARGE (PER ITEM lm 
Vemm meer S 4 | enclose an additional list of gift orders to be, 
| ct Codes i . RR 
Deitination ° sent to friends/relatives, with the initials to be i 
| sale : 883 gold-blocked on each. 
; US$3.00 US$6.00 | J Please send gift card in the name of: 
| Outside Asia US$6.00 US$12.00 


R1012 


ALWAYS 


ahead of C8C technology. 
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NEC System 1520 mainframe computer efficiently processes 
the huge data bank at the Central Bureau of Statistics in Jakarta, Indonesia. 


You may know NEC as a world leader in communications. But we are also one of 
the world's largest computer manufacturers. NEC computers range from one of the 
world's fastest supercomputers to a full line of mainframes and personal computers. 
And our Distributed Information-Processing Network Architecture (DINA) lets NEC ter- 
minals, processors and mainframes communicate with each other. NEC also provides 
the software to match our hardware. We develop software locally to meet local de- 
mands, such as at the NEC Software Development Centre in Singapore. NEC's vast 
ability to merge C&C 5 Computers and Communications — is bringing more benefits 
from the information age to Asia. 


x e 


.( of Computers and Communications 





NEVER 


far from your neighbourhood. 


MD 


WEC's NEAX 2400 IMS (Information Management System) 
weliably handles telephone traffic at the Hotel Kingdom in Kaohsiung, Taiwan. 
VEC products, ranging from telecommunications systems to computers and colour 
VS, are at work all over Asia. Even small towns and rural areas are gaining greater 
ommunication abilities through C&C from NEC. Behind our over 15,000 products 
&ands a legion of NEC personnel — service technicians, salespeople and software 
*ngineers — working to make sure people get the full benefits of today's technology. 
)ne example is the NEC NEAX 2400 and NEC distributors working on behalf of the 
lotel Kingdom in Taiwan. There are many more examples of NEC meeting local 
meeds with local involvement. This is how NEC satisfies its commitment to provide 
»roducts of progress to people everywhere. e 


EM NEC 


90th Anniversary 






























CLASSIFIED ADVERTISEMENTS | 


Appointment. ] 


Head of the 





.. Radio Nederland is the Dutch International Service which broadcasts. x 
ay daily programmes on shortwave in eight languages. It also produces . 
. programmes for broadcast by foreign stations. The Radio Nethet 
Training Centre organises courses for radio and television prodi e 
. from developing countries and carries out educational projec 
E these countries. 


7 Radio. Nederland invites applications for the position of. 
-head of the Asian Department. 
The Asian Department broadcasts to Asia in Indonesian and | English 
~~ and offers news, current affairs, magazine and special interest | i 
s. programmes. The successful candidate will be able tolead andinspire — : 
¿o ateam of 15 radio journalists from a variety of national and cultural. ^ 
| ^... backgrounds and will be responsible for the day to day running of the ie 
Dg Department. 





Requirements: 
-@ a working knowledge of Dutch, Indonesian and English; 
^e extensive radio and journalistic experience; | i 
<e- a wide knowledge of Asia, gained through residence or ‘extensive 
travel; 
@ an ability to manage a team of journalists M bear editorial 
responsibility for their own programmes. 


The ultimate selection will, in part, be made on the basis ofa 

recommendation from the Department itself. The salary will be 

between Dfl. 76.627- and Dfl. 91.929,- gross per annum, depending on 
age and experience, as laid down in the Collective Labour Agreement 
for Broadcasting. Personnel. 


Please send your written. application, curriculum vitae and recent _ 
-photograph within three weeks, to: Radio Netherlands International, - 


Personnel Department, P.O. Box 222, 
1200 JG Hilversum, The Netherlands. 


Radio Nederland A xd 


This space is reserved for 
Classified Advertisements 


Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review,’ 
GPO Box 160, Hongkong 
Tel: 5-8328300 
Telex: 62497 REVAD HX 











2E i — Opportunsty 


a 7A TINO vu mnbiliqus peny En 

a trepreneur- ‘needs partner to 
joint venture in hotel and nigh 
| club. pro 





Personal 


IMMIGRATION 


Specialist consultancy, with qual- 
ified professional staff, provides 
complete service for corporate 


__| clients or individuals wishing to be 
. | established in the U. K. Further de- 
.| tails from: 


GARRICK & CO. 
== tde Walden Court 
^4. 85 New Cavendish St 
Yf London W1M 7RA 

$ Tel: (04)- - 323 3001 
Telex: 8954102 ` 
Fax: 436 4311 








Property | 


e ner 





TE New Zealand . printed ‘circuit 






| board company for sale, 
| small but wel equip- 
ped . US$145, 000. Telephone 
13520, Mall Supplies & Ser- 
, Circuits House, 329 

















ae | The “Mall, ‘Onehunga, Auck- : 


|! land, New Zealand. 














rospects in Texas andé 
| Louisiana. Send information tor. | 


| James Panos 
:^^ -|-503 Bertrand Dr. 
m Tatayona La. 70506 
I 1-918-237-6455 


Readers 
are O 







to make appropriate er - 
| quiries and take appr 
priate. advice before sen 










‘any expense or entering - 
into a binding commitme 

in relation to an advertis 
ment. The Far Eastern Eco: 
nomic Review shall not be 
liable to any person for lose 
or damage incurred or su 
fered @s a result of his/h 
accepting or offering to a 
cept an invitation contain 
in any advertisement pU 
_ lished in the Review. 




















vestment Opportunities 












' first class hotel is seeking joint venture, refinancing, 
: rect purchase. Property has 75 luxury rooms, dining 
room, lounge and indoor pool. Revenues gaining at im- 

pressive rate. Centrally located in resort area and enjoys 






commercial and vacation/resort business. 


Inquire to: DAVID WALD (owner), 20 Salt Pond Road, 
Falmouth, Massachusetts 02540, U.S.A. 


Phone: 508-457-0606; Fax: 508-457-9694. 
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An exclusive and probably unrepeatable offer... 
Phuket 

THAILAND z 
"ew remaining beach front houses and apartments in a sec- 
uded managed property at Kamala Beach. Prices from USS : 
75,000. Showhomes available. FU: COS v REEL 
2all Mr; William Pinsent of Phuket Land how on 66-76- 321207 























| COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review's large and hi ghly skil- 
led editorial team have made it the premier source of information for those who do 
business, or have an interest, in or with Asia. As a testimony to the publication's 
editorial quality, many Review articles have, over the years, been reprinted in news- 
papers, magazines, educational textbooks, newsletters etc throughout the world. 
Should you as an editor, pu ier or on behalf of an organisation, educational es- 
tablishment etc wish to enquire about our print and copyright charges, please ad- 






dress your correspondence t0: — 


Managing Director uem E : 
Review Publishing Company Limited ——. 


GPO Box 160, Hong Kong Venti v eu con , 


We welcomeenquities fromallinterested parties andassure you of our prompt, indi- 






vidual attention, 











the Review Publishing Company Limited is now publishing a 
juarterly index which details by country, subject and date every- 
hing that hasa ppeared inthe Review, ^ | 


‘he index is available« quarterly basis. Subscribe now and each 
luarterly index will be sent to you automatically as soon as it be- - 
omes available. A vital research. tool, the Review index will save 
urs. of needless searching for information. ORDER YOURS 
ODAY! Only HK$290 (US$37.50) for 4 quarterly issues. Just com- 
lete the coupon below and send with your payment. 














-The Circulati n Department, 
. Review Publishing Company Limited, 
l  GPO BOX 160, Hongkong. 
lease send my order for the Review Publishing Company 
imited QUARTERLY INDEX. | enclose HK$290/US$37.50 
yr its equivalent in local currency) in payment. 


€ 
{Please print in block letters) 
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PIN eeke aeaiiai Ennn PT nti A t A e lg 
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gions. 


35/1 Kalim, Patong, Phuket, Thailand; Fax 66-76-213812: Telex69513 shpserv. — || 





| Tel.:02/231.07.15 — Fax: 02/230.00.38 — Telex: 25.315. 


| Seminar 


Business Programmes 










3rd EUROPEAN BUSINESS F ROGRAMME 
. FOR ASEAN BUSINESS LEADERS T 

in the context of common initiatives for the development of closer busi- 
ness links between the European Community and ASEAN private sectors 









Human Resources Development constitutes a key factor. As part of a se 
tailor-made programmes irr this field, EUROCHAMBERS (the Association 
European Chambers of Commerce and Industry) is proudto announce the 
European Business Familiarization Programme (EBFP) to be held in Octobe 
1989. o T T 
The EBFP is a European Community Programme which takes. place. 
under the suspices of the ASEAN-EC Business Council, implemented by. 
EUROCHAMBERS with the participation of the Europeanand ASEAN Cham- |. 
bers of Commerce and Industry. The EBFP provides highly qualified ASEAN | 
executives with an introduction to European commercial and management fo ^. = 
practices and an opportunity to witness European standards of excellence in. ] | ^ 
industry, with a view to establishing closer co-operation between the two re» |] 5 


y. 















The objectives of this programme are: 

— Evaluation of European business trends, P | 
— Stimulation of EC-ASEAN private sector co-operation. An SER 
— The development by ASEAN of long-term links. with the European {o ce 
~ Understanding the functioning of the CCls and the services they . |]. 






provide for partner identification: | MEN E 

The itinerary for the 1989 programme has been specially adapted withthe | oo 

ASEAN participants’ corporate objectives in mind and will provide an oppor- | = 

tunity to visit European firms of excellence in France, italy, the Netherlands, J). 
Germany and Beigium. | Aoc Fa a 
For further information in view of future programmes contact yournational ] |. — 

Chamber of Commerce or Eurochambers, 5 rue Archimède, 1040 Brussels — 

















THE EUROPE OF 1992 


| How does one stay linked in the Common Market? 


What are the new rules of the game? 


is a collaboration with a European Community companie desirable? 


THE REAL CHALLENGE HAS BEGUN! 


The 1992 expiration date is approaching, a unique market with its perspectives | 
(320 Million consumers), its averages, and its perscriptions, which caused all the - 
exporters to react. . 


THE EUROPE OF 1992 WILL NOT BE A FORTRESS! 
Under certain conditions, the E.C, is a new opening for companies, having rede- 
fined their commercial strategies in putting into action new regulations. Coe ec 

C FOR CEASAR, THE LEADER OF INFORMATION Dee oe 
A “C FOR CEASAR" seminar is being organized in January 1990 in HONG 
KONG, with its European experts. The information sources uay ui 


time, (economy, distant views, strategy, emigration, etc 
help in work and in reflexion for each participant. — .— 









Yes, | id like to participate at the C FOR CEASAR seminar in Janua 
e$, | woutd like fo participate at the C FOR CEASAR: 'anuar 
on the European Community. IE 
" fAmehImHaEYV 36244 NERO A RET EM EEE OS DELS TOE NIE EOD ROWE ERE ERAGE OEOERE ERS RETTES 
+ AOE RO OSES SEM EAEEMADERRETEEER EVERY ENERED EERE ERHEPYRRSEERELE ESE TERES 
* TER URRT vA e aptas esaet) WORM R ONES PHOT EMERG ERS ER RENE EE EE YER EA E VERSA YR 
PETIT TAA NAH NAR EEEENAN A SALT ANG ESTE ERERED ERSTE DELANEY ETRE CEOS ECE GUEGEDAT ERE ERE EWE ALES OMS SSS oaa angen "ILS 


TOTO RRREN ARS OARANAEAT SR EASAS SPAR RET EREESAMESE LEAH IR EESEA DROS PORT REDE S EH EEEEMEREREEE ELE EMRE O REAM AM resvens 7C 
tee baer rere ene ERR PRECES 
* x 
Number of participants: 
u » 


Length : 1 day te oh, ye oh 
Price :HK$2000perperson mealinduded |. ^ 


To be filled and returned through the P.O. Box 

FOR CEASAR SEMINAR. ^ ooo p 

The complete programme as well as the precise i 
all participants as soon as scheduled. —- 


"The present position and potentialities of 
this region justify optimism." 


"Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events." 


“ — we discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction." 


"At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 





w DLAJIINUEL LA MULIGENY PAHIS FRANCE 


ASIA CIRCA 1946 


Forty 


years 
N+ 2. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 42 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 












FarEastern Economic 


Unparalleled influence in Asia. 
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Rambo of the boardroom 
There is life after newspapers even in Singa- 
pore. Frank Yung, the former chief execu- 
tive of Singapore Press Holdings (SPH), the 
island republic's media monopoly, left the 
company abruptly in June this year. The de- 
parture was officially said to be because of 
personal reasons, but SPH sources cited dif- 
ferences between Yung and the group’s 
executive chairman 
Lim Kim San, a vete- 
ran of many cabinet 
posts who is now hard 
at work in trying to 
make the monopoly 
lean. 
: Yung, 55, has now 
B been given a helping 
hand by Dickson 
Trading Singapore, 
which is part owned 
by the famed Hongkong retailer Dickson 
Poon. The company has appointed Yung as 
one of its non-executive directors. Explain- 
ing Yung's appointment, the managing di- 
rector of Dickson Trading, H. K. Yeo, is re- 
ported to have said that Yung was chosen 
because he was “one of those people of cer- 
tain social standing and image in society." 
SPH might have found Yung's manage- 
rial talents not to its liking because it was 
Yung’s first newspaper appointment. Be- 
fore that he spent many years in the old 
British trading firm Inchcape. But he defi- 
nitely has social graces and a sense of 
humour — he once turned up at an office 
party wearing a Rambo head-band. 





The Lion that roared 

Douglas Myers is on the brink of enter- 
ing the big league in beer brewing. The 
50-year-old $cion of a family that has 
been in the business in New Zealand for 150 
years has pulled off his biggest deal yet with 
his buy-in to a half-share and the manage- 
ment of Alan Bond's brewing interests in 
Australia. 

Unlike Bond and a swag of now-fallen 
New Zealand heroes of the pre-1987 
takeover boom of whom he was contemptu- 
ous, Myers' rise has been via the buildup of 
a producing and exporting company, not by 
“shuffling paper." Myers was recorded as 
saying in 1988 that Lion Breweries had 
"stuck religiously to the businesses we have 
been involved in . . . We have been casti- 
gated for being so un-entrepreneuyial and 
boring." But this time around he has done 
his spare of that in putting together a com- 
bine that will push Lion to the top four or 
five New Zealand companies. 

Starved of hard information, analysts are 
unsure of the soundness of the Bond deal, 
but most do not doubt Myers' head for busi- 


PUBLIC EYE 


ness. Variously described as "cautious" or 
“conservative,” he is also no traditionalist. 
Strikingly handsome with piercing eyes, 
Myers dominates a room and commands re- 
spect and/or fear in those around him. In re- 
cent years he has been the spokesman for 
the Business Roundtable, a club of big-busi- 
ness chiefs. This group has called for the de- 
regulation of the New Zealand labour mar- 
ket, focusing on enterprise bargaining in- 
stead of national occupational "awards." 
But, typically, he has not forced through en- 
terprise bargaining within his own empire. 


Academic with a mission 


With Malaysian blue-chip Genting about to 
spread,its wings with the separate listing of 
its Resorts World hotels and casino opera- 
tion, newly installed group finance director 
Dr R. Thillainathan will be stretched as 
never before. The 46-year-old former 
academic and banker will be handling a 
group whose net tangible assets have just 
jumped from M$890.6 million (US$330.5 





million) to M$1.16 billion. At the same time, 
he will have to become accustomed to the 
scrutiny of the never-ending stream of fund 
managers visiting Malaysia these days. 

Thillai — as he is known to all and sun- 
dry in Kuala Lumpur — has never quite lost 
the rumpled professor look he acquired at 
Universiti Malaya during a nine-year stint at 
the faculty of economics and administration 
in the 1970s and when he studied for a PhD 
at the London School of Economics. How- 
ever, he has gained a reputation for his 
hard-nosed banking prowess, first with 
Arab-Malaysian’s treasury department, and 
then, in 1984, at ailing Bank Buruh, which 
he had back in profit by the middle of 1987. 

His appointment by Genting raised a few 
eyebrows at the time when it was an- 
nounced in June this year. Not only is the 
position a new one but Thillai is the first 
non-Chinese to hold such a senior executive 
position in the group. Thillai himself likes to 
play down the latter aspect but concedes 
that the main part of his jab at Genting will 
be to “upgrade the financial management of 
the group.” 
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A long way home 

Is Tongsun Park coming or not « 
home? The question exercises not just 
corporate wags in Seoul but also pr 
tion authorities. The suave, former \ 
ington lobbyist for late president 
Chung Hee, well known for his gifi 
party-giving activities for US con 
men, provoked a congressional ir 
into influence buying in 1976 and i 
process helped coin the word E 


gate. 

Park slipped out of Seoul in March 
Since then, the debonair 54-ye 
bachelor has been seen in his once fav 
stomping ground of Washington. H 
also seen in Paris and London, and e 
the nearby city of Tokyo. The troubk 
has not been seen in Seoul, where th 
secution is awaiting to question him c 
picion of financial embezzlement sten 
from at least Won 3.3 billion (US$4.9 n 
missing from the coffers of the Soongt 
High School foundation which he 
headed. 

According to the latest rumour 
Park is dying to come back — in broa 
light — to be with his 83-year-old mo 
only he can avoid getting apprehende 
bunch of handwringing creditors. 


Flash ‘Harry’ returns 


Short and dapper, “Harry” Hai Hyui 
is still a constant sight at parties of 
businessmen in Seoul. At one time 
early 70s, his fluent English made hir 
tically one of a few Korean busine 
sought out by foreigners wanting “ 
information on long- and short-tern 
pects in the South Korean economy. 

Well, the 55-year-old former presi 
Ssangyong Paper Co. is now back, w 
a different hat. “I’m in the public re 
business, a relatively 
new field in Korea," 
he says, explaining 
the background to his 
election in August as 
chairman of the Ko- 
rean Public Relations 
Association. At Won 
1.3 trillion (US$1.9 bil- 
lion), theSouth Korean 
advertising market is 
big indeed, but he has 
started an ambitious project to dew 
integrated approach to the PR busine 

Leaving Ssangyong in 1986, he i 
declared independence by starting h 
business, Nara Corp. soon maki 
mark as a new dynfimo in advertisi 
says he is too busy these days to m 
other passions, which include golf 
and tennis. 
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THE ICEBERG Its 20 degrees airlifter in the world. Constantly refined and 
below zero. Gale upgraded with the latest technologies, the 
force winds sweep down upon the ice of Hercules has been used for a multitude of 


| McMurdo Sound from the Transantarctic missions configured as everything from 
Mountains. And a C-130 Hercules airlifter freighters and gunships to ambulances and 


equipped with an unusual ski-and-wheel fire-fighting tankers. 

system, routinely departs after unloading What extraordinary accomplishment 
tons of equipment and supplies to Americas will this incredible workhorse achieve next? 
most remote Naval base. What have you got? 


But that's just the tip of the iceberg. 


Because in the past 30 years, the mighty = Lockheed 


Hercules has consistently proven itself to Aeronautical Systems Company 
be the most versatile, adaptable and durable Giving shape to imagination 
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SURVIVING 25 DAYS BY DRINKING SEA-WATER 


Vital Alsar can survive After crossing the Andes on foot, the 
: 93 crew members set up their own ship 
without water, yard, and built three galleons in the 


middle of the rain forest. After three 


but not without his Rolex. s wein edes rat i 
months of construction, they set sail 


In 1966, Vital Alsar set off on his first down the Amazon. 
expedition from Guayaquil in Ecuador to Following the route of the Conquistadores 
Australia on a balsa wood raft, identical to they reached the mouth at Belem, five months 
those built by the primitive aborigines of and five days later. 

Ecuador. Wherever he goes, Alsar is accompanied 
1 After only 90 days by a Rolex GMT- Master. It has always 














at sea, he was ship- travelled with him. 

wrecked off the Gala- Alsar and his Rolex are inseparable. "Ar 

pagos Islands. the middle of the ocean, its help is indi: 
Four years later, he pensable for my calculations. Wi 


set sail for Australia Without it, I would feel like a - 
1 once more. castaway. ROLEX 
AL SAR IN HIS NATIVE TOWN 


ERECTED IN HIS HONOUR shipwreck, he took 


only a fifth of the food needed for such a jour- 









ney. One hundred and sixty one days uninter- 
rupted sailing later, he arrived in Mooloolaba, 
Australia. 

For the last 25 of those days he sur- 
vived just by drinking sea-water. 

' In 1977, Alsar's expeditions changed 
course. He set off once more from 
Guayaquil, but this time inland, seeking 
the source of the Amazon. 
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Today a bank should see the whole 


as Clearly as the parts. 


Should you borrow in the Euromarkets or issue domestic 
commercial paper? 

What about investing your corporate cash? Go long, short, 
fixed, floating? 

Whats the true value—to you—of a proposed acquisition? 

Hard questions, always. Even harder today. But less so 
when you have Bankers Trust on your side. 

As merchant bankers, we view problems as you do: not as 
‘isolated, one-of-a-kind challenges, but in the light of your overall 
strategic objectives. 

The broader and deeper our relationship, the more effec- 
tively we can do this. So in today’s complex financial environ- 
ment, an increasing number of corporations are choosing to 
build just such relationships with us. 

Merchant banking focuses not only on the details, but on 


the big picture as well. And that can be crucial today. 


OBankers Trust Company 


Because today isnt yesterday. 
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Holiday Inn Metropolitan Tokyo 


In Tokyo, a first-class 
hotel says a lot about the 
way you do business.: 


Among Tokyo's most prestigious hotels Holiday Inn Mettopolitan 
is fast emerging from the crowd. 

From spacious, well-appointed guesttooms, the ancient and 
modern delights of Tokyo are all waiting when business is completed. 
The railway /subway hub station of Ikebukuro is only a moment's 
walk from the Metropolitan's grandly proj portioned lobby and seven 
exceptional restaurants. A direct limousine bus service runs from Narita 
airport. 

Attentive, inconspicuous service and a complete atray of state-of- 
the-art facilities provide the support you need to work and relax in style. 

Holiday Inn Metropolitan puts you 1n position to do business 
with Tokyo's elite. An excellent reason — 5. iocanonscomront. vue —— 


to choose us first. The Worlds First rica 





For further infimarion and reservations: 


Contact your travel agent. or our Regional Sales Office, 20/E. Tower 3, China Hong Kong City, 3 Canton Mud. Kaelous, Hoag Kong. 
Tel; 43-7366835, Th: 43786 HHRO HX, Fox: 37352808; or Holiday lan Merropolian Tokyo, 61 Nishi-tkebukaro, b chore, ‘foshimia-ku, 
Tokyo 171, Japan. Tek (03) 980-1111, Tix: 272-2787 HTEMET J, Fax: (03) 980-5600. 

Malaysia: 03-29492 34 Singapore: 7377966 Hong Kong: 373668535 United States: -800-HOLIDAY Sydoey: 02 261-4922 Tokyo: 04-548 501 
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Swiss Volksbank 


The international bank with the personal touch 


*international Network: . 
London, New York, Tokyo, Singapore, Hong Kong, São Paulo. 

"Tokyo: Singapore: Hong Kong: 
Yurakucho Denki Building HongKong Bank Building Three Exchange Square 
South (11th floor) 21 Collyer Quay # 08-00 Suite 1101 
1-7-1, Yurakucho Chiyoda-ku Singapore 01 04 8 Connaught Place 
Tokyo 100, Japan Central, Hong Kong 


Questioning matters of law 

As an interested observer of current affaii 
in the region, I have been following the le 
ters in the REVIEW from spokespersons « 
the Singapore Government. While I do m 
presume to take sides, I do feel that the late: 
letter from Emily Wilfred, the press secre 
ary to the Minister of Law, raises more que 
tions than provides answers. Firstly, wh 
should the Singapore Government allo: 
any appeal of an assumed trial against Asi 
Watch to go before the Privy Council whe 
it has passed legislation which effectivel 
prevents such appeals in other instance: 
Why the double standards for Asia Watc 
while political prisoners continue to lar 
guish in Singaporean jails without such r 
course? 

Secondly, the analogy with the Britis 
and other Commonwealth judicial appoin 
ments and practices is surely misleading 
Britain has a long tradition of an indeper 
dent judiciary which cannot be swayed b 
the executive. In India, which suffers mor 
from social chaos and political instabilit 
than Singapore, the concept of an indeper 
dent judiciary is not in question. The ani 
logy with Malaysia is closer but even ther 
while the government has acted to cur 
the independence of the judiciary, th 
executive cannot be assured of a more pliar 
judiciary. 

Finally, the attempt to explain how J. E 
Jeyaretnam was sentenced and hen« 
disqualified from parliament, reads like 
model of Catch-22 terminology. It appeat 
that the "integrity and impartiality" of Sir 
gapore's lower judiciary was not called int 
question until Jeyaretnam had allege 
executive interference. Because Jeyaretnar 
had done so, he was tried, but “no judg 
passed a sufficiently heavy sentence" to dis 
qualify him from parliament. It appears th: 
Jeyaretnam had actually sentenced and di: 
qualified himself by bringing an appeal t 
the High Court. 

Tokyo KENTOKU CH! 


I read with interest the articles concernin 
the cases of Singapore businessman Alla 
Ng and activist Vicent Cheng [28 Sept.]. I 
the US, someone charged with insider trac 
ing would receive a 10-year prison senteng 
However, only a one-year sentence 
imposed on Ng, while someone who cn | 
cises the Singapore Government, lik 
Cheng gets indefinite imprisonment. Arx 
Prime Minister Lee Kuan Yew wonder 
why Singapore professionals immigrate i1 
vast numbers. It is the educated who under 
stand what is really going on. 

If the US Congresg could be concerne 
with racism in South Africa, it also has 
moral obligation towards human rights i 
Singapore. - 

San Francisco KEVIN LAM 
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From our rooms at the Marriott, vou have a sweeping cityscape or har- 
bor view that really takes vour breath away. We also have other reasons 


to believe that your view of Hong Kong will change once you've stayed 





with us. 


| -—P— 


A new outlook on Hong Kong 
from the Hong Kong Marriott Hotel. 


To begin with, we put you at the controls. Within an arms reach 








of the bed, computerized controls let vou adjust the curtains or call for 
valet service. You'll appreciate other amenities and services like the 
separate shower and bath, waiting bathrobe and slippers and, most im- 
portantly, the fact we're on call 24 hours a day. 

With our Business Center and executive floors, we also help you get 
you get down to business during your stay. Then when business gives 
way to pleasure, Hong Kong's premier shopping complex, the Mall, is 


right next door. 


—-" 


And when you enroll in our Honored Guest Awards Program, every 


, I 
7 


night you spend at the Hong Kong Marriott earns you points to put 
towards the vacation of your dreams. 

You can count on Marriott people know how in every way. We're 
there when you need us with friendly advice on shopping in Hong Kong, 
delivery of an urgent fax or afternoon tea in vour room. 

We take care of you—which is a comforting feeling when vou re 
away from home. We also pamper you with American hospitality, so 
that when you leave the Marriott, you have a terrific impression of Hong 


Kong. That's our view. Come and form your own. 


HONG KONG ‘ 
. AMarrioft, 
Marriott people know how 


For reservations, call the Hong Kong Marriott Hotel, Pacifk Place, 88 Queensway, Hong Kong. Tel: 5-810836, Thx: 66899 MARTT HX Fax: 5-84507 47 
Contact your local travel professional, Utell International or anv one of the following reservation offices: London Tel: 01-339-0281 Sydney Toll Free 008-251259. Tokyo Tel: 053-215-7285, USA Toll Free 800-228-9290 
Frankfurt Tel: 069-253-041, Paris Toll Free 19-05-90-8333, Milan Tel: 02 7200-1363, Zurich Tel: 01-311-6858, Singapore Tel: 223-9955 Bangkok Tel: 02-252-4620. Bombay Tel: 022-492-5459 
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LETTERS 





| Nothing cheap about this school 


In reference to your article on Philippine 
. education [6 July], we protest your sweep- 

ing statement which reads: “By offering 

_ cheap education, University Belt shields the 

better schools from the demand, theoreti- 

cally leaving them to pursue excellence." It is 
: unfortunate that you chose to omit from 
; your report the present thrust of the Univer- 
_ sity of the East towards quality education. 


You failed to write about the perform- - 


_ ance of University of the East (UE) graduates 
-in the board examinations. These have been 
utstanding especially in the fields of 
medicine, dentistry and engineering. You 
-did not mention the scholarship program- 
. mes UE offered as early as two years ago 
¿for engineering and accountancy where 
promising high school graduates are given 
E tuition, a monthly stipend and a book 
: | subsidy. You completely overlooked UE's 
| ; admission and selective retention scheme 
! which allows us to admit into the senior 
casses only highly qualified students. 
You ignored our roster of highly placed and 
successful alumni, among whom are Budget 
Secretary Guillermo N. Carague and Finance 
Undersecretary Victor Macalingcag. Surely, 
you cannot consider "cheap" an educational 
programme at UE, which has produced such 
tangible evidences of quality. 

We do not deny that UE is an institution 
for the masses and that our tuition fees are 
low. But quality cannot be equated with the 
price of tuition fees and is certainly not a 
monopoly of the elitist schools. 

ISIDRO D. CARINO 

President and 

Chairman of the Board 

Manila University of the East 


O———————————————————M án 










9»Cambodia link in changes 
One would have thought that in an issue 
with a cover story featuring Cambodia and 
its neighbours [28 Sept.], you could have 
adone better in the article Class warfare than 
^to treat one loser in the recent Thai military 
sishuffle, Gen. Pichit Kullavanich, as merely 
ma respected West Point-trained profes- 
sional combat officer who . . . was thought of 
as a balancing factor among the political 
Mforces at play in the military hierarchy." 
Vhat balance — between army commander 
"C. Chaovalit Yongchaiyut and Prime 
"Minister Chatichai Choonhavan? Hardly, 
e two seem to see eye-to-eye on key is- 
ues, such as reducing tension in Cambodia. 
'tween Chaovalit and Chatichai and their 
ypponents on that issue? Not likely either, 
or Pichit was considered a hardliner there, 
ind a balance against Chatichai's opening to 
*hnom Penh and Chaovalit's support for it. 
‘he shunting aside of Pichit, then, must be 
een as a move strengthening the Chatichai- 
-h«ovalit line on Canfbodia. 
. The fate of Pichit’s younger brother 
,.jeut-Gen. Charan Kullavanich, who was 
Wansferred from being "attached to the Of- 
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fice of Permanent Secretary [of the Defence 


Ministry] to director of the Joint Intelligence 
Directorate" (Bangkok Post, 15 Sept.) is 


equally interesting. In that "attachment" | 


Charan, since 1983, had also held the post of 
"political military coordinator of the Minis- 


try of Defence attached to the Ministry of | 
Foreign Affairs," where he worked to rein- 


force the rigid stance of Foreign Minister Sid- 
dhi Savetsila with respect to Cambodia. 
Penang MICHAEL VICKERY 
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A different set of yardsticks 

The report Africa wins, Asia loses in IDA 
deal [FOCUS, 28 Sept.] accurately describes a 
dilemma which the Philippines faces. The 
yardstick used for determining IDA eligibility 
is a GNP per capita of US$580 (in 1987 dollars) 
and the Philippines comes too close for com- 
fort (US$590). But the article stated that more 
subjective criteria of performance and credit- 
worthiness enter the picture if countries 
such as the Philippines are to be included. - 

Consider the following: 
> Atleast30 million Filipinos (50% of popu- 
lation) fall below the official poverty line. 

P» Income distribution, by any measure, is 
highly skewed. 

> Forty percent of merchandise export is 
used for interest payments. 

WM Some 25% of the national budget services 
foreign debt. 

When did the above facts become subjec- 
tive? Would criteria covering GNP per capita, 
income distribution, poverty incidence, and 
debt servicing not be better yardsticks? 
Manila ROLANDO T. DY 
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Burma not just for Burmans 
Changing the romanised name of "Burma 
to "Myanmar" and “Rangoon” to “Yangon” 
is one more detrimental step of historical dis- 
tortion by the Burmese military junta, which 
has been Burmanising historical names 
against the will of its more than 120 ethnic 
minority communities. 

Before independence, during the 1947 
Pinlong Conference, Burman leaders prom- 


ff 
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ised to give equal rights to the minorities to | 


protect their culture and identity and to rule 
the country under a federal democracy. But 


after independence, they went back on their | 


promises and have been resorting to influ- 
ence with Burman hegemony and chauvin- 
ism in order to assimilate the minorities. 
Thus the minorities were compelled to rebel 
against the centre. 

The military even seized power while a 
federal seminar was in session, under the 
then premier U Nu, discussing the prob- 
lems of minorities and federalism. 

If the rulers are really sincere about bring- 
ing constructive changes, why not change 
the country's name to "The Union Federal 
Republic of Burfna," which has been the de- 
sire of all ethnic communities. 
Jeddah A. J. HAMID 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. it gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
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former imperial 
E terditories seesa génewed interest from its 
Asian members. Just what keeps the old 
. "dub" going is explained by REVIEW - 
"writers Tai Ming Cheung in Hongkong, - 


James Clad in New Delhi and Colin James- ^ : 


in Wellington. As well as its unabashed 


role as a talking shop, the Commonwealth B 


i meeting or CHOGM 


performs a host of functions for its diverse - T vashin 


membership. This CHOGM will see several 
joint initiatives: among: other things, on 





environmental protection, a new task force Sing 


to help supervise elections, and a satellite 
education scheme. Islarr 
Salamat Ali explains why Pakistan will be - 
sending Prime Minister Bhutto, aftera — 
17-year absence, while Kuala Lumpur 
bureau chief Suhaini Aznam shows how | 
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INTELLIGENCE 


Mission Control 

Although the US will not normalise 
relations with Vietnam before a political 
settlement has been reached in Cambodia, 
it has nevertheless begun preparations for 
setting up a mission in Hanoi. Washington 
will soon send a top Vietnamese speaker 
and Indochinese specialist, Jean Andre 
Sauvageot, to be a special assistant to 

US Ambassador to Bangkok Daniel 
O'Donohue. Sauvageot's task will be 

to stay in touch with the Vietnamese 
Embassy, make periodic trips to Vietnam 
with different delegations and report 
directly to the ambassador. Sauvageot 
previously had served in Vietnam and 
worked at both the Pentagon and the State 


| among aid donors th 
| held in Meme U 


Department before retirement. He is now 
being given a temporary appointment by 
the State Department. 


Mutinous Ministries 

Thailand's economic technocrats are at a 
loss in trying to deal with inflation and 
overheating because Finance Minister 
Pramual Sabhavasu will not accept their 
recommendations. The group, including 
the not normally unified top civil servants 
in the central bank and Finance and 
Commerce ministries, say inflation is a 
very serious problem and have proposed 
measures, including a freeing-up of 
imports of construction materials and 
animal feeds and a tax on capital imported 
for short-term investment. But the 
minister refuses to accept the measures 
and, they say, dwells too much on the 
issue of the level of inflatión and what a 
target should be. Pramual is pushing his 
own proposals of a stock-trading capital- 
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gains tax and asset taxes on property. One 
normally reserved government economist | 
said his ideas were “just plain stupid.” But 










minister, who is very volatile in the face of 
criticism. | 
Burnishing Batam 

Singapore Prime Minister Lee Kuan Yew 
has convinced Indonesian officials to 
sweeten the investment climate on Batam: 
island, a free-trade zone lying 20 km south 
of Singapore. Lee, who met President | 
Suharto on a one-day visit to Jakarta on 

6 October, wants to see Batam grow as 
rapidly as Johor Baru, the Malaysian 

city directly to the north of Singapore. 
Singaporean officials are concerned that 
most multinational companies moving ou 
of Singapore in search of lower labour cos 
now look first to Malaysia. To increase the 
attractiveness of Batam, Indonesia is 
working on a proposal which will allow 
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foreign investors to hold 10096 equity 
ownership for the first five years of a 
project on Batam, and a 95% stake beyond 
that. Wholly foreign-owned investment 
projects are not allowed elsewhere in 
Indonesia. 


Political Base 
Without any publicity, 
there have been 
moves to form a new 
political party in 
Thailand which some 
political observers 
think may have 
indirect links with 
army commander 
Gen. Chaovalit 
Yongchaiyut. The 
party, called Pracha Rat which loosely 
translates as "people's power," was 
quietly registered on 28 September, and 
has to enrol 5,000 members to be granted 
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full party status by the government. There 
is speculation that business and banking 
tycoon Sura Chansrichawla is behind the 
party's formation, but some believe it may 
eventually be used by Chaovalit as a 
launching-pad for his political ambitions, 
once he retires from the army. The army 
commander is widely believed to be 
planning to step down from his 

powerful position in early 1990 to enter 
politics. 

Losing the Edge 

There is concern in some Asean capitals 
such as Singapore that the hardline 
position taken by the Thai Foreign 
Ministry over Cambodia may lose its edge. 
The ministry under Siddhi Savetsila 
stubbornly opposed Prime Minister 
Chatichai Choonhavan's accommodating 
approach to Cambodia. Now two of 
Siddhi's right-hand men on Cambodia — 
Sarasin Viraphol and Charan Kullavanijya, 
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recently promoted to lieutenant-general — 
soon will leave. Sarasin will become Thai 
ambassador to Manila and Charan will 
return to the armed forces' supreme 
command. Some believe Siddhi himself 
eventually may receive a new portfolio. 


Seeking Vietnam's Oil 

Harunori Takahashi's EIE group has set up 
a wholly owned oil-exploration subsidiary 
which is expected to look for petroleum off 
the coast of Vietnam and in Australia's 
Northern Territory. British Petroleum, 
whose London headquarters building is 
now owned by EIE, will provide the 
expertise and personnel. As a Japanese 
firm, it is likely to receive subsidies from 
Tokyo and, if it finds oil in Australia, this 
will provide a currency hedge against its 
hotel interests there. Vietnamese oil | 
concessions are expected to be granted 
because EIE is preparing to set upa floating ° 
hotel in Ho Chi Minh City. 
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TAIWAN 


Taipei seeks official recognition in return for aid 





S and Taiwan officials are wrack- 

ing their brains to find ways in 

which Taiwan can participate in a 

US-proposed scheme to reduce 
developing world debt and generally play a 
greater international role without upsetting 
Peking. 

Both groups face domestic constraints, 
and Peking has hit out at Taipei’s recent 
drive to use its financial muscle to make dip- 
lomatic headway, "taking advantage of the 
temporary difficulties in the relations be- 
tween China and some other countries," as 
Chinese Foreign Minister Qian Qichen put it 
recently in New York. 

But given Taiwan's financial resources 
and US Treasury Secretary Nicholas Brady's 
desperate need for help in keeping alive 
his developing world debt programme — 
known as "the Brady initiative" — some 
Washington-Taipei accommodation is 
likely. 

For some time now, Taiwan has sought a 
more visible and dignified international role 
under its new "flexible diplomacy," using its 
recently acquired financial prowess as a 
lever. The US, for its part, has wanted Asia's 
newly industrialised economies — espe- 
cially Taiwan, with external reserves of 
about U5$75 billion — to take on more re- 
sponsibility in the world economy, com- 
mensurate with their economic strength. 


US Treasury officials have another 
reason for pushing Taiwan to participate in 
the Brady initiative and, in particular, a debt- 
reduction package for Costa Rica under its 
rubric. President Bush is planning to visit 
the heavily indebted country to celebrate the 
100th anniversary of its democratic govern- 
ment and to attend the “Summit of the 
Americas” on 27-28 October. Treasury offi- 
cials would like him to take along the good 
news that,the Costa Rica debt package has 
been wrapped up. The Costa Rica program- 
me would follow similar packages worked 
out for Mexico and the Philippines and 
would add to Bush and Brady’s prestige. 

But negotiations between Costa Rica and 
its international commercial bankers, who 
are being asked to grant debt relief, have 
been acrimonious, partly because the coun- 
try is in arrears with interest as well as princi- 
pal repayments. The banks are openly chal- 
lenging the Brady initiative, and the IMF and 
the World Bank, which are supposed to fi- 
nance the debt relief once Costa Rica and the 
bankers reach agreement, have been slow to 
commit themselves. 

Thus, the US Treasury wants Taiwan to 
cough up the bulk of the funds needed for 
Costa Rica’s bailout, which is a relatively 
small US$1.5 billion. An added attraction is 
that Costa Rica is one of the few countries 
which have diplomatic ties with Taiwan, 
giving Peking less reason to complain. 

On 25 September, the day before the an- 





nual IMF~World Bank meeting began here, 
Brady and his deputy, David Mulford, ar- 
chitect of the Brady initiative, received Cen- 
tral Bank of China (Taiwan) governor 
Samuel C. Hsieh to discuss possible terms of 
Taiwan's participation in Brady's debt-relief 
programme. Those close to the talks said 
both sides took cautious positions and not 
much was decided. 

Brady wants Taiwan's financial commit- 
ment first, leaving aside the political gains, 
which Hsieh clearly expects as a quid pro 
quo, for later discussion. Hsieh seeks to 
know what guarantees would be given in 
return for Taiwanese funding and what poli- 
tical gains were likely to accrue to Taipei 
before commitment of funds. One idea, 
suggested by the US, is for Taiwan to sup- 
port Costa Rica on a bilateral basis, but this 
would mean minimal diplomatic gain for 
Taiwan and thus has been rejected. 


owever, there is vague agreement 

that some “special windows” 

| (trust funds) must be established 

at the IMF and the World Bank to 

channel Taiwan money to Costa Rica. In 

such a scheme, Taiwan formally would 

have little or no control over the use of the 

money. The US and the two international 

institutions are also thinking of establishing 

"recipient windows" opened by Costa Rica 

to receive assistance from all potential 
donors, including Taiwan. 










T High o on i Taiwan s | diplomatic v Wish: list 1 must 

some sort of official presence at the V World Ban 

. of which switched their Chi na seat from Taipe é 

-At hes same time, Taiwan would like to be admi 

soon as d ring — beforen maint and € 
] Ont 




















bank is now custodian of the world’s Pasco agent h 1 Wee Ee 

| change reserves, totalling nearly US$75 billion. oe ae 

Es Ot ane, of. money ought to pe able to buy some ' respect ‘time, it could speed fi 
road, cyni cs suggest. All the more so, they add, now that US sector, a declared govern S E 
| y Secretary Nicholas Brady is so keen to recruit the sup- E p bring i this about; the ceni ral b ank has alrea 

port of rich countries for the developing wand debt-relief plan = US$ billion worth of reserves to lau: ichi a das r 

. that bears his; name: : market whose average daily h um ver has i | inare ea: 
Bun no o such. crass s trade-off s seems (to have come out of the25 fold, e— to about cen n illion ion 











10 FAR EASTERN ECONOMIC REVIEW 19 OCTOBER 1989 


. š 





Some argue that Taiwan should establish 
a private foundation from which donations 
could be made to recipient windows. But 
this is precisely the sort of humiliating "sec- 
ond-dass treatment" Taiwan wants to 
avoid. At the moment, Taiwan is insisting 
on opening "donor's windows" at the IMF 
and the World Bank which would clearly 
identify Taiwan as the donor and would 
force the two institutions to give a degree of 
de facto recognition to it. 

Taiwan argues that similar windows 
were opened for Opec in the 1970s to ie 
the financial surpluses of the oil-pro- 
ducing countries. But opponents 
point out that Opec states were 
members of the IMF and the World | 
Bank then, while Taiwan is no longer 
a member of either. China, which is a 
member, would oppose any recogni- 
tion of Taiwan by the two institu- 
tions. 

While in Washington, Hsieh 
heard from US officials how Taiwan 
failed to be invited to the Canberra 
meeting of Asia-Pacific economic 
ministers in early November, largely 
because participants had objected to 
China attending and so also excluded 
Taiwan and Hongkong to avoid dip- p 
lomatic problems. Taiwan was keen EE 
to attend the Canberra meeting and 
might have considered an invitation 
reward enough to justify some finan- 
cial largesse for indebted countries such as 
Costa Rica. 

Another case in point is both Peking's 
and Taipei's desire to become members of 
the multilateral trade organisation, Gatt. 
China formally applied for Gatt member- 
ship in mid-1986, insisting that it become a 
member before Taiwan. However, Peking 
has suggested that after its accession to the 
world trade body, it may be willing to spon- 
sor Taiwan's separate membership as a sort 
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1g-fu, strenuously de- 
y rumours s that the allocation would be tre- 


of appendage under Gatt's Article 26, much 
as Hongkong became a separate member 
under British sponsorship. 


eking and Taipei also would have 
to agree on an appropriate name 
for Taiwan. Until recently, Taiwan 
has appeared willing to com- 
promise on a name, as it did to remain in the 
Asian Development Bank after Peking be- 
came a member. But now there are calls for 
Peking and Taipei to be simultaneously 
made members of the Gatt under the or- 
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ganisation's Article 33 as "separate customs 
territories." Taipei officials have said they 
will file a formal application in November. 
The trouble is that Peking's likely acces- 
sion has been delayed by recent events in 
China. Even before Peking's crackdown of 
the country's student-led democracy move- 
ment, China had been urged by Gatt mem- 
bers to make substantially more progress in 
domestic price reform, decentralising im- 
port and export decision-making, eliminat- 









rescheduling package. | | 
So far, during its one year of dpexgllon, the IECDF has mainly ~ 
made project loans to the handful of countries with which Taipei 
still maintains full diplomatic relations. As it happens, most of . - 
concen trated in Latin America and the Caribbean, a ey 


ing quantitative restrictions on imports, in- 
creasing the transparency of its trading sys- 
tem and reducing tariffs in order to become a 
Gatt member. Since June, China has taken 
retrograde economic steps which are 
enough to block its entry without being rein- 
forced by political factors. 

Taipei is impatient. It considers Taiwan 
to be better qualified than China to join Gatt 
and is asking US support for going first. 
But here Taiwan is hitting a stone wall. 
There is a great deal of sympathy for 
Taiwan, particularly in the Treasury Depart- 
ment which has ideas for using 
its money. But the rest of the US 
administration appears to feel that 
Peking, as the government which 
has diplomatic ties with most Gatt 
members, will have to call the shots 
on Taiwan's relationship with that 
trade body. 

Even so, China is alarmed at 
what one expert calls the "creeping 
officiality" of Taiwan's international 
position. In his New York speech, 
Qian warned: "[The Taiwanese] 
are sending high-ranking officials 
one after another on so-called pri- 
vate visits to some countries in an 
attempt to undermine the friendly re- 
lations existing between China and 
those countries. They are also trying 
various means to squeeze them- 
selves into inter-governmental inter- 
national organisations." 

Parris Chang, a US academic of 
Taiwanese origin, believes that Taiwan will 
continue to counter Peking's attempts to iso- 
late it internationally. He predicts that de- 
spite the good intentions of the two coun- 
tries’ leaders, US-China relations will de- 
teriorate and that, meanwhile, the US Gov- 
emment will have to make major conces- 
sions to Taiwan in exchange for the latter's 
economic contributions. a 
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^ SINGAPORE 1 


Priest testiftes in Lee Kuan Yew libel action 


-The Review's defence 


ES By Review Correspondents 
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he REVIEW called only one witness for 

l the defence in Prime Minister Lee 

Kuan Yew's libel action against it — a 

Roman Catholic priest who affirmed that 

Archbishop Gregory Yong had returned 

from a meeting and joint press conference 
with Lee to say: "I was cornered.” 

Fr Joachim Kang, 41, was a member of 
the archbishop's Catholic church delegation 
who met the prime minister on 2 June 1987 
in the aftermath of the arrests 12 days earlier 
of 16 young social workers (including 10 
Catholic layworkers) under the Internal Sec- 
urity Act (ISA). He was at the archbishop's 
residence when Yong came back from the 
press conference that day, and also attended 
a "post-mortem" held by Yong, members of 
the delegation, and priests on 3 June. 

Kang acknowledged that he was a source 
of information about the meetings put to- 
gether afterwards and relayed to the REVIEW 
by former priest Edgar D'Souza, who had 
gone to Melbourne on 5 June because of fear 
of arrest. The resulting article, published on 
17 December 1987, is the subject of Lee's 
legal action in the Singapore High Court. 

In particular, Kang said he was the priest 

cited in a passage singled out by Lee as de- 
famatory: ". .. A member of the church de- 
legation said that it was hard to believe this 
was not an attack against the church. The 
real target seemed not to be the 16 [de- 
tainees] who were merely scapegoats, but 
rather the four priests." Kang told the court 
that he recognised that paragraph "as refer- 
ring to myself . ». it expressed the opinion I 
had made at the meeting [on 3 June 1987] 
with the archbishop and the rest of the dele- 
gation." 
. The priest said he had been told be- 
forehand by the archbishop that the 2 June 
meeting with the prime minister at the Is- 
tana (where Lee has his office) would be a 
"dialogue" about the detention of the 16. 
When the 11-member Catholic delegation 
arrived, each member was given two files to 
read: one the confession of Vincent Cheng, 
the detainee and alleged ringleader of a Mar- 
xist conspiracy, the other about four priests 
involved in the church's social organisations 
(who included D'Souza). 

“At the meeting later, the prime minister 

. carpe down very strongly on the four 
priests and their activities and he also dis- 
missed. Cheng and his group as stupid 
ovices [and] even said Tan Wah Piow 
a former student activist living in Bri- 
tain, alleged to have been the mastermind 
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of the same conspiracy] was a simpleton." 
Kang said he had felt "stunned and flab- 
bergasted" by Lee's remarks. He had been 
worried about the four priests Lee had high- 
lighted: Kang was given the impression 


they were "subversives or perhaps com- 


munists or Marxists” whom the govem- 
ment had full powers under the ISA to arrest. 
Kang had worried about the church, as Lee 
had taken exception to a statement put out 
by the church on 28 May that teachings on 
justice in social, political and economic af- 
fairs wereepart of the “mission and tradition" 
of the church worldwide. “As a church, we 
had to continue teaching that and here was a 
problem," Kang said. d quet: couldn't recon- 
cile the two." 

Before Kang's testimony, defence T 
Geoffrey Robertson made a request to be al- 
lowed to call a Catholic theologian, Bishop 
Patrick Kelly — who came to ure spe- 
cially to testify on the church's social justice 
mission. Robertson maintained that Lee was 
overwhelmingly concerned with closing 
down the social justice wing of the church 
and that was what he was severely criticis- 
ing the church for, not the part of the church 
that concerned worship. Justice L. P. Thean 
refused permission. "If you go into that 
area, you are turning this defamation case 
into something else . . ." the judge said. 

Asked about Lee's attitude to Arch- 
bishop Yong, Kang said: "I think he had not 
much respect for the archbishop because 
even at the outset when the archbishop had 
wanted to intervene on a couple of occa- 
sions, perhaps clarify certain things that the 
prime minister was saying, the prime minis- 
ter had waved him aside . . . When the ar- 
chbishop was given his piece to say, the 
prime minister showed not much of an in- 
terest in what the archbishop was saying. In 
fact he was looking at his watch and then he 
interjected . . . to ask the archbishop how 
much longer he would go on for." 

Kang then explained that while the Inter- 
nal Security Department (ISD) minutes of the 
meeting recorded that towards the close of 
the session "the church leaders said they 
were satisfied [that Cheng was involved in 
the communist conspiracy]" he himself had 
not indicated any satisfaction as there was 
no vote called on that question. 

After the meeting, as the Catholic dele- 
gates were getting into their three cars, Kang 
said an officer came out and recalled the 
archbishop. Yong then told the rest of the 
delegates to go to his house end wait there 
for him. When they got to the archbishop's 
house, Kang said, “we could hardly com- 
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municate with one another, | everyone 
seemed to be preoccupied. Some were 
walking outside the house, others [includ- 


ing Kang] were in the main hall . . . We 
waited for a long time and were getting 
more and more anxious. It was about an 
hour later that the [archbishop] broke 
through the swing doors, leading into the 
long hall, and I recall that his very first words 
were, ‘I was cornered' ." 

Kang also told the court that the 28 May 
joint statement signed by Yong and his 
priests had been drawn up at Yong's re- 
quest. "He told us he wanted to make a 
statement [about the detentions] and he 
needed our help as the body of [some 90] 
priests in the archdiocese. "The draft was 
then examined "word by word, line by line" 
by the entire presbyterium, including Yong, 
before it was passed. (Earlier, Lee had said 
the statement appeared the work of 
D'Souza and had been a "desperate signal" 
from Yong that he was surrounded by radi- 
cal priests.) 

Under cross-examination by Lee's coun- 
sel John Previte, Kang said the 3 June “post- 
mortem" had been private, but Yong had 
not "enjoined any secrecy" on those attend- 
ing. He had not been greatly surprised to 
read an account of it six months later in the 


As Kang finished his evidence, Ar- 
chbishop Yong came to the court building, 
and shortly afterwards the prime minister 
arrived back in the courtroom. In the event, 
Yong was not called (and Prime Minister 
Lee left soon after). 

Defence lawyer Robertson then made a 
renewed request that D'Souza be allowed to 
give evidence — either by deposition in Mel- 
bourne, or live testimony over a satellite link 

— to respond to allegations made by Lee 
(among other things, that he was a 
"Casanova" who was "a skilful united front 
operator who ‘got’ the archbishop)." 

Although the chief justice had previous- 
ly turned down a similar application, 
Robertson said Lee had put new allegations 
against D'Souza at the forefront of his case. 
Lee's counsel had specifically invited the de- 
fence to call D'Souza. 


n an affidavit read by Robertson, 
D'Souza said he would. not return to 

. give evidence even if given immunity by 
Lee, Jayakumar and the ISD director. The re- 
arrest of detainees last year (after they al- 
leged ill-treatment in detention) only rein- 
forced his fear of arrest. Archbishop Yong, 
in his report to the Vatican on the affair, had 
noted that ISD officers were at the airport 
when he left, D'Souza said. 

Justice Thean denied the request, saying 
that Lee's allegations against D'Souza were 
not subject of the case. 

In opening his defence, Robertson had 
said the REVIEW had no financial interest to 
serve by appearing and contesting the case. 
“But the act of submitting to the jurisdiction® 
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and the consequent exercise of their legal 
rights in this country to defend their work 
_ has been a matter of loud complaint by the 
plaintiff,” he said. "It has been condemned 
as a hard, unyielding line which is bound to 
reopen old wounds. To say this is to tum 
truth on its head. It is [Lee] who has chosen 
to bring the action and it is [Lee] who has 
chosen the forum in which to bring it. It lies 
ill in his mouth to complain that those he 
sues have the temerity to defend themselves 
and their work." 

. Robertson said the REVIEW's article had 
provided D'Souza with a right of reply 
based on common fairness. "There could 
scarcely be conceived a more devastating, 
cruel and total attack upon an individual 
than that launched by [Home Affairs Minis- 
ter S. Jayakumar] on 30 November 1987 [in 
parliament]. It was intended not so much 
to expose but to annihilate D'Souza as a 
person unworthy of any credit whatsoever, 
then or in the future. I am not allowed by 
[Thean’s] ruling to call evidence to show that 
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it was malicious, shallow and unfounded. 

"The fact that [then REVIEW editor Derek] 
Davies was at pains to emphasise that the al- 
legations were D’Souza’s and not the 
REVIEW's, excited the prime minister's 
amanuensis, James Fu, to an extraordinary 
extent, revealing himself quite unaware of 
the right of reply privilege, which is some- 
what odd since he has spent considerable 
ink in insisting upon it for the Singapore 
Government. He denounced Davies for a 
preposterous thesis which would sanction 
journalistic mendacity — unaware that 
Davies's reply was based on a fundamental 
principal of fair play." 





obertson also argued that Lee had 
M notdischarged his burden of proving 
malice on the part of the REVIEW, 
Davies or Michael Malik, who wrote the arti- 
de, describing many of Lee's particulars of 
express malice in the article as “pestifogging 
points which do not show in any of the de- 
fendants an improper motive for telling lies" 





Religion courses in school on the way out 





Secular i 
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n a sweeping turnaround, the Singa- 
pore Government, which only seven 
years ago introduced compulsory religi- 
ous education in secondary schools, has de- 
cided to phase out even voluntary religious 
study in the schools. It is also preparing 
legislation to restrict the participation of re- 
ligious groups in politics. 

The new moves are designed to curb 





what the government sees as a growing - 


awareness of religious differences among 
Singaporeans of different faiths and an in- 
creasing tendency among religious organi- 
sations to become involved in political is- 
sues. 

Minister of Home Affairs S. Jayakumar 
announced in parliament on 6 October that 
he will introduce legislation restricting religi- 
ous groups' participation in politics at parlia- 
ment's next sitting. Singapore already re- 
stricts a wide array of individuals and or- 
ganisations from participating in politics, in- 
cluding student unions, the Law Society 
and individuals who have been fined more 
than $2,000 (US$1,017) for criminal of- 
fences. 

The government said religious education 
in secondary schools would be phased out 
over the next few years. The new policy will 
also forbid optional religious subjects being 
aught during normal school hours, a move 
hat will particularly affect the Roman 
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Catholic-managed schools, which have 
been prominent in Singapore for decades. 

The government has said religious 
courses will be replaced with a civics course, 
which may include the teaching of some 
Confucian values. The civics course will not 
be introduced until 1991 as it will take time 
for a text to be prepared, the government 
said. Currently, students must study at least 
one religious subject from a list which in- 
cludes the study of Confucianism, Christ- 
ianity, Islam and Hinduism. 

Education Minister Tony Tan said the 
government wanted to be seen as even- 
handed in its dealings with Singapore's va- 
rious religious groups. He said the govern- 
ment must also be seen as secular, an objec- 


tive at odds with its demand that religion be. 


taught in the schools. 

Former deputy prime minister Goh Keng 
Swee initiated compulsory religious educa- 
tion in 1982 with much fanfare, saying that 
parents who did not want their children to 
study any religion would be personally in- 
terviewed by him. | 

The government initiatives on religion 
did not come as a complete surprise as 
Prime Minister Lee Kuan Yew and other 
cabinet members have spoken often of what 
they view as Singaporeans' increasing religi- 
ous inclinations — especially towards those 
religions Lee views as "exclusivist," includ- 
ing Christianity and Islam. 

During a libel case currently under way 
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about Lee. Lee's own evidence had shown ~ 
the article to have been "remarkably accu- 
rate." 

Lee had conceded that the right of reply 
took precedence over his preferred rule that 
the foreign press should stay out of localde- _ 
bates — thus exploding Lee's point that by — 
publishing the article Davies had deliber- 
ately ignored the warning given by Lee to > 


the REVIEW in 1985 not to meddle in local _ E: 


politics. 2 
As for publishing remarks by D'Souza 

who was known by the REVIEW, Lee main- 

tained, as a person who might make state- 


ments critical of the prime minister, ^. 


Robertson said: "It is not a crime nor even a 
tort to be critical of the prime minister of Sin- 


gapore. Before one could accept that, one 


would have to accept the proposition that 
Mr Lee Kuan Yew is never as a matter of law 
in the wrong or open to criticism." 

The hearing entered its final week on 9 
October, with each counsel due to make 
final submissions to close his case. a 


against the REVIEW in Singapore, Lee said 
there was a “resurgence of all religions in 
Singapore; it is not just the Muslims, it is also 
the Christians, the charismatics particularly, 
[and] now the Buddhists and Taoists." 

One consequence of the abolition of re- 
ligious education in Singapore's schools 
may be that fewer minority students will 
qualify for entry into pre-university centres 
and junior colleges, which leads to univer- 
sity admission. 

The required “religious knowledge" 
course has full academic status and can be 
used to fulfil requirements for admission to 
pre-university institutions. Because religion 
tends to play a more important role in the 
daily lives of ethnic Malays, in particular, 
and also Indians than in the lives of more 
secularised ethnic Chinese, the former 
groups have been better able to use the reli- 
gion courses in obtaining places in pre-uni- 
versity institutions. 

A study done by the Education Ministry 
indicates that had there been no religion 
courses, there would have been 13% fewer 


Malay students, 15% fewer Indian students — 


and 15% fewer students from other 
minorities (including Eurasians) at pre-uni- 
versity institutions. The study also indicated 
that only 4% of Chinese students used the 
religion courses to fulfil admission require- 
ments. - 

As the government announced its pro- 
posed restrictions on certain religious ac- 
tivities, it also seemed anxious to avoid 
being,seen as opposed to religion altogether. 
Minister of State for Finance and Foreign Af- 
fairs George Yeo, himself educated at St 
Joseph’s, a prestigious Roman Catholic in- 
stitution, said at a prize-giving ceremony at 
his old school on 7 October that “the govern- 
ment is secular but it is certainly not atheis* 
tic." n 
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BRIEFING 


China protests Nobel 

award for Dalai Lama 

> China has protested strongly against the 
award of the Nobel Peace Prize to Tibet's 
exiled spiritual leader, the Dalai Lama. A 
Foreign Ministry spokesman described the 
decision of the Norwegian Nobel 
Committee as "constituting open support to 
the Dalai Lama and Tibetan separatists in 
their activities to undermine national unity 
and to split China." Meanwhile, Chinese 
paramount leader Deng Xiaoping has said a 
"complete and thorough" Vietnamese 
troop withdrawal from Cambodia is the 
precondition for normalising relations 
between Vietnam and China. He told his 
visiting Lao counterpart Kaysone 
Phomvihan: "We have no other demands." 


Burmese regime moves against 
opposition ex-military men 


> Burma's military regime has forbidden 
disgraced ex-military men from any use of 
their former ranks and positions. Violation 
is punishable with up to five years' hard 
labour and/or a fine of up to Kyats 5,000 
(US$770). The law will hurt particularly 
those ex-military men now in politics, such 
as Tin U, president of the opposition 
National League for Democracy, a former 
chief of staff of the armed forces. Shortly 
after his retirement in 1976, he was given a 
seven-year prison sentence for his 
involvement in a coup attempt. 


South Korean churchmen 
jailed for Pyongyang visit 

> Protestant leader the Rev. Moon Ik 
Hwan and his aide Yu Won Ho were each 
sentenced to 10 years in prison for making 
an unauthorise¢ trip to North Korea in 
March and discussing the reunification 
issue with North Korean President Kim Il 
Sung. The Seoul District Court verdict on 5 
October said that their trip had boosted 
communist propaganda and violated the 
National Security Law. Moon and Yu said 
after sentencing that the judiciary branch 
was subservient to the government. The 
heavy penalty overshadowed a similar case 
awaiting trial, involving a student activist 
and Roman Catholic priest also charged 
under the same law for visiting Pyongyang. 


Bangkok governor's party 
wins big in by-elections 

> Popular Bangkok Governor Chamlong 
Srimuang’s Palang Dharma party swept to 
overwhelming victory in a series of district 
gouncil by-elections in the Thai capital on 8 
October. The party gained 46 seats in six 
districts, with the Prachakorn Thai party 
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taking the remaining seven seats in another 
district. The Democrat Party, once the most 
popular party in Bangkok, was the biggest 
loser in the elections, with no seats. 
Chamlong, who leads an austere life and 
preaches honesty in politics, has yet to 
announce whether he will run for re- 
election as governor in November. 


India appoints first 

woman to Supreme Court 

> The Indian Government has appointed 
the first woman member of the country's 
Supreme Court. The appointment of Meera 
Sahbib Fathima Beevi, a Muslim and a 
retired justice of the High Court of Kerala 
state, was one of the five new appointees to 
the Supreme Court, bringing the bench to 
its full strength of 26 members. 


Social indicator 





Singapore’s Lee says 

he will step down 

> Singapore Prime Minister Lee Kuan Yew 
said in a BBC interview on 9 October 

that he would step down from his post at 
the end of 1990 but would remain in the 
cabinet as a senior minister. Lee added that 
he had wanted to retire following last year's 
general elections but was persuaded by 
First Deputy Prime Minister Goh Chok 
Tong to stay on for another two years to 
give younger leaders more time to mature. 


Japan's Kaifu seems 

set for full term 

> Japanese Prime Minister Toshiki Kaifu 
was the only candidate to register in the 
ruling Liberal Democratic Party's 
presidential election, thus ensuring that his 
new two-year term will be formally 
approved ata party convention on 31 . 
October. Two factions, which had 
supported another candidatefor the post in 
the election held in August, switched their 
support to Kaifu. 
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New Zealand's Palmer 
thinks US thaw imminent 
» New Zealand or 
Prime Minister 2 
Geoffrey Palmer is 
predicting a thaw in 
the three-year US 
freeze on high-level 
contact in the wake of 
a decision by 
Washington to back a 
Palmer initiative atthe Palmer. 

UN for a resolution 

banning drift net fishing. The two will 
jointly prepare a resolution on the practice, 
which has seriously depleted stocks of 
salmon in the North Pacific and is now 
wrecking albacore tuna stocks in the South 
Pacific. Palmer's low-key and unresentful 
response to the bilateral diplomatic impasse 
over the nuclear ships issue, in contrast 
with his predecessor David Lange’s 
outspoken approach, is winning respect. 





Suharto indicates China 
normalisation pace slow 

> President Suharto has indicated that the 
process of normalising relations between 
Indonesia and China may take longer than 
expected. During talks with Singaporean 
Prime Minister Lee Kuan Yew in Jakarta, 
Suharto said that while technical discussions 
between Jakarta and Peking were expected 
to end by 1990, Indonesia has yet to make 
any decision on when to exchange 
ambassadors. However, Suharto’s message 
of congratulations to the leadership in 
Peking on the 40th anniversary of 
communist rule was seen as another step 
towards normalisation. 


Australia wrestles with 
Chinese student row 


> Canberra belatedly is trying to sort out 
the policy on overseas students taking 
English-language courses which has 
resulted in attacks on Australia’s Shanghai 
consulate. When US and Japan tightened 
entry criteria for such courses, Australian 
language schools went after the market. 
Warnings that applicants from China used 
some of the less-rigorously administered 
Australian schemes as a means of illegal 
immigration were ignored by the 
government, until its own figures revealed 
an average of 37% of the English-language 
students overstayed. Faced with this, a 
backlog of 25,000 Chinese applications and 
the recent turmoil in China, Australia in 
August introduced new entry criteria, 
which raised fears among Chinese who 
feared all applicants would be 

rejected. 
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“My Rolex will be my life-long partner" 


[twas a cold January in New 
York in 1976 when the bright 
lights of international stardom 
first shone on Yoko Morishita. 


In its review of her incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a prophecy. 
"Perfect positioning, impeccable 
balance — her every gesture 
guarantees Yoko Morishitas 


destiny as a classical ballerina.’ 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. 


pairings are a measure of Yoko 


Such classic 


Mor ishita: as superb technique, 


which 1i I5 winning her an ever- 
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MU 


IHE ROLEX LADY-DATIE.J! 


ST CHRONOMETER WITH TR 


growing fol lowing. 
Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
“genius . She sees the attain- 
ment of perfection asa struggle 


as 


of ceaseless effort, unwavering 
intensity. 

“I wear out a pair of toe shoes 
"Human 
muscles have a short memory, so 


every day, she says. 


daily practice IS important to 
me. If I miss one day’ s prac tice, 
| notice the slack. If I miss two 
days, my partner notices. [f | miss 


three days, the audience notices. 


Betore every performance 
Yoko Morishita asks someone 
in the wings to give hera quick 
critique. In this way her efforts 
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to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 

in 1985, the first Japanese to win 

what is considered the highest 

honour a dancer can receive — 

the Laurence Olivier Prize. 

But even this, the most prized 
of her awards, only inspired 
Yoko Morishita to become even 
‘I hope that I continue 


to work with excellent dancers, 


better. ' 
she said. "Its a very good way 
for me to improve. 

Yoko Morishita has another 
partner, 
programmes: 
Datejust. 
merely keep time, it is also ex- 


not mentioned in the 
her Rolex Lady- 
“This watch does not 


quisitely g øraceful” she W 
tok | us. “Tt will be 
my partner for life” ROLEX 


of Geneva 





Our new tankers 
should make life 


safer for everyone 
on the road. 


You might not recognise this little fellow 
immediately. " 

But if you drive a car, you've certainly run across 
a road reflector before. 

It's easily done. 

High winds, wet roads or tight bends can cause 
the most level-headed drivers to stray unwittingly 
from their lane. 

With this kind of scenario in mind, BP is designing 
new low-profile petrol tankers. 

A lower centre of gravity gives them unswerving 
loyalty in the wet. 

While three separate anti-lock brake systems can 
get them out of all sorts of tight corners. 

e 

In future more and more of our tankers will 
benefit from these and other safety features. 

Which ought to make all road-users rest more 
easily. 

Helping to improve road safety is one of the 


things BP is doing today for all our tomorrows. 


For all our tomorrows. 
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Whar Goon Is A Business On TRE MOVE 
[F YOUR BANK Stays AT HOME? 


If your business is expanding into new trade finance and capital investment needs. 
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markets, you need a bank you can count on. In fact, no other bank offers Àsian 
You need a bank like Security Pacitic. businesses as many connections to the West 


With forty offices throughout the 


: Coast as Security Pacific. 
Security 


West Coast of North America and allof EELUI: So before your business makes 


Asia's major financial centers, Security its next move, why not make sure you 


Pacific is well equipped to handle your have a bank that will move with you. 
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BURMA 


AFFAIRS. 


Arrests and jailings concern aid donors 
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By Bertil Lintner in Bangkok 


year after the assumption of power 
A the State Law and Order Restora- 
| tion Council (SLORC), Burma's mili- 
tary regime has begun sentencing pro- 
democracy activists to long prison terms in 
stage-managed trials, causing concern 
among countries which give aid to Ran- 
goon. 

The concern, triggered by the atmo- 
sphere of fear that has emerged as a result of 
the trials, has even affected Japan, which 
partially resumed aid early this year. Most of 
Burma's other traditional aid donors are un- 
likely to resume aid without some indication 
that the SLORC will honour its year-old 
pledge to hold "free and fair elections" by 
May 1990. 

One of the few countries which has re- 
sumed large-scale aid to Rangoon is China. 


On 30 September, SLORC security chief Brig.- - 


Gen. Khin Nyunt addressed a group of 
Chinese engineers working ona theatre pro- 
ject in Rangoon, saying that ^we sympathise 
with the People's Republic of China as dis- 
turbances similar to those in : ! 
Burma last year broke out in the 
People's Republic [in May- 
June]." 

Shortly afterwards — and 
perhaps inspired by the sum- 
mary justice meted out to pro- 
democracy activists in China — 
the first sentences were handed 
down by the Burmese au- 
thorities. On 3 October, Win 
Tin, a member of the cen- 
tral executive committee of 
Burma’s main opposition par- 
ty, the National League for 
Democracy (NLD), was sen- 
tenced to three years’ imprison- 
ment with hard labour — os- 
tensibly for involvement in an 
illegal abortion case. 

On 5 October, Maung Thaw 
Ka, a member of the NLD's central commit- 
tee, received a sentence of life imprisonment 
for “attempting to divide the armed forces 
and the people." And on the same day, a 14- 
year sentence was handed down to Nay 
Min, a Rangoon lawyer who worked as a 
part-time correspondent for the BBC during 
the nationwide, student-led pro-democracy 
uprising in 1988. 

After the military takeover on 18 Sep- 
tember 1988 and the bloody repression 
of pro-democracy forces that followed, 
*Burma's major donor countries cut off eco- 
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Khin Nyunt; Tin U: unfortunate timing. 


the noose 


nomic assistance, saying aid would not be 
resumed until the new military regime met 
public demands for democracy. 

But within months of the SLORC 
takeover, Japan and Australia had softened 
their policies. Tokyo, which provided loans 
and grants totalling ¥35 billion (US$278 mil- 
lion) even during the tumultuous year of 
1988, gave official recognition to Burma's 
new military government on 17 February 
and partially resumed aid. Australia also 
reinstated part of its former US$8-10 million 
a year aid programme and opened a 
dialogue with the SLORC. 

In addition, two Burmese officials — 
Lieut-Col Ye Htut of the SLORC's information 
committee and Tin Kyaw Hlaing from the 
Foreign Ministry — were invited by the 
Australian Government to attend a seminar 
in Canberra in August. 

The timing could not have been more un- 
fortunate, Australia's critics say. On 20 July, 
the NLD’s two most prominent leaders, Tin 
U and Aung San Suu Kyi, were placed 
under house arrest, and throughout August 
thousands of activists were rounded up. 









Christopher Lamb, the departing Australian 
ambassador to Rangoon, said in Bangkok 
on 27 September that reports of torture of 
political prisoners in Burma were "exagger- 
ated." 

Japan has been more cautious in its ap- 
proach. Sources said officials of Burma's For- 
eign Ministry approached the Japanese Em- 
bassy in Rangoon in mid-September, re- 
questing that Tokyo fully resume aid. The 
Burmese officjals specifically mentioned the 
need to maintain the hydroelectric power 
station at Law-pi-ta, near the Kayah state 
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capital of Loikaw, which was built with Ja- 
panese assistance. The sources said the Ja- 
panese response was a strongly worded dé- — . 
marche, in effect explaining that Tokyo's 


close ties with Rangoon were already caus- — S 


ing embarrassment to Japan. 

There seems to be a general feeling 
among other diplomats in Rangoon that 
Japan's and Australia's decisions to re-estab- - 
lish relations with Rangoon were prema- 


ture, undermining the efforts of other 
democratic countries to bring pressure on - E 
the military regime to institute political = 
and economic reforms. The two countries 


justify their stand by claiming that aid pro- 
grammes need time to prepare so “we can- 

not wait until after the [promised 1990] elec- 

tions," as one official put it. Their critics say 

the early resumption of aid has let the re- 
gime off the hook and made it even less 

likely that free and fair elections will be 

held. 

In Burma itself, the military regime con- 
tinues to repress political dissent. The politi- 
cal parties are mostly inactive, as they can no 
longer hold outdoor meetings since the au- 
thorities began strictly enforcing SLORC de- 
cree No. 2/88, which bans gatherings of five 
or more people. Middle and high schools 
have re-opened, but parents have been 
made to sign forms assuring the authorities 
that “my child will not take part in any dis- 
turbances" or "get himself/herself involved 
with any political parties." 

Officially, the "democratic process" lead- 

,, ing to elections next year is 
being supervised by an inde- 
pendent elections commission. 
But a Burmese source said only 
its chairman, Ba Htay, a retired 
treasury commissioner, and 
one member, retired brigadier- 
general Kya Doe, are really in- 
dependent. The other three 
and the commission's secretary 
were appointed by former mili- 
tary ruler Ne Win, who is still 
widely believed to be pulling 
strings from behind the scenes. 
"And upcountry, every local 
elections commission is staffed 
with local SLORC officials," the 
source said. 

The lack of reaction from the 
elections commission to the re- 
cent sentences handed down to 
various political leaders and to the con- 
tinuing arrests of grassroots organisers 
all over the country cast doubt on the 
commission's independence. Khin Nyunt is 
reported to have told visiting diplomats that 
“Aung San Suu Kyi lacks popular support," 
contradicting earlier promises by the mili- 
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tary to remain neutral on the elections ques- 


tion. 

How much longer the present uneasy 
calm imposed by the heavy army presence 
in urban areas can prevail remains an opéh 
question. " 


19 











HONGKONG 





China uses illegal immigrants’ issue to squeeze colony 
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E Chinese illegal immigrants the Hong- 

kong authorities attempted to repat- 
riate has plunged Sino-British-Hongkong 
relations to their lowest point since the 4 
June massacre in Peking. The move was 
seen as Peking's attempt to unnerve the col- 
onial authorities and to indicate that China 
held all the cards in the uneasy relationship. 
But it was the biggest of several recent 
events which highlight the sensitivity of is- 
sues involving Chinese demands, British 
policy and Hongkong's desires. 

China acted in retaliation for the Hong- 
kong Governments decision to allow 
Chinese champion swimmer Yang Yang to 
leave for the US on 3 October. Yang had 
asked for political asylum and was in deten- 
tion for overstaying pending his removal to 


i pors refusal to accept about 100 


Five days after Yang' departure, 
Chinese officials at the border with Hong- 
kong refused to take back 70 illegal immi- 
grants apprehended by the colonial au- 
thorities. The following day, they refused to 
accept a second batch of about 20 people. 

This was the first time China had refused 
to cooperate in what had become a normal 
handover procedure following the abolition 
by the Hongkong Government in October 
1980 of the so-called “touch-base” policy. 
Until that date, mainlanders who made it 
through border controls to the colony's 
urban areas and then gave themselves up, 
were allowed to stay, but Hongkong since 
has repatriated all illegal immigrants. In re- 
fusing to send Yang back to China, Peking 
said the Hongkong authorities had gone 
back on a 1982 agreement on immediate re- 
patriation of illegal immigrants. In order to 
punish Hongkong, the Chinese reportedly 
have said they would look at the illegal im- 
migrants case by case, raising the spectre of 
thousands of Chinese being stranded here 
since about 40-50 are apprehended daily. 

The Chinese action was not unexpected. 

When Yang was allowed to leave for the US, 
. a spokesman for the official Xinhua news- 
agency's Hongkong branch, Peking's repre- 
sentative, said the decision had set a very 
bad precedent. He warned the incident 
would not only, ruin cooperation between 
China apd Hongkong but also would ad- 
versely affect normal contacts between the 
two pepple. The Hongkong authorities 
would be held responsible for all the conse- 
quences, he added. 

However, in using the illegal immigrants 
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to make its displeasure felt, Peking has cho- 
sen an issue with considerable potential for 
its own embarrassment, given that the de- 
sire of so many Chinese to flee their own 
country could be seen as an indictment of 
the system. Last year 21,000 Chinese who 
sneaked into Hongkong were arrested and 
repatriated. In the first nine months this 
year, 11,800 were sent back. Seen in the con- 
text of over 50,000 Vietnamese refugees, the 
number did not seem impossible to handle. 

While China hàd complained vigorously 
about the, Yang incident, the Hongkong 
Government decision was generally ap- 
plauded locally. Some observers believe 
that the Chinese hope to drive a wedge be- 
tween the Hongkong Government and the 
local people in refusing to take back the il 
legal immigrants, by per .—. < 
suading the people to blame 
the British for all of Hong- 
kong’s troubles. 

While the Yang case 
made headlines, a number of 
other mainland Chinese are 
believed to have been al- 
lowed by the Hongkong 
for the US and Europe and — 
depart quietly. Now, apart - 
from trying to find a quick - 
solution to the illegal immi- - 
grant impasse, there is also . 
concern over whether other - 
Chinese may follow Yang's ~ 
example and publicly ask for — | 
political asylum in Hong- 
kong. Since the 4 June inci- wm 
dent, the number of main- Zh» 
landers who have entered |... — 
legally but overstayed, has trebled com- 
pared with the same period last year. 

Commenting on the Yang case, Xinhua 


uds 


vice-director Zheng Hua said: "There 
over 1.1 billion people in China. F 
many does the [Hongkong] Government 
want?" However, some political commen- 
tators said that London could bluff China, 
maybe even by proposing to lift border re- 
strictions on its side. They argued that Pe- 
king has just as much if not more to lose if 
the Hongkong economy suffered as a result 
of the colony being inundated by Chinese 
immigrants. 

A Hongkong Government source 
blamed the Yang fiasco on the Taiwan Gov- 
ernment. He said Taipei initially indicated it 
was willing to accept Yang, hence the gov- 
ernment extended Yang/s visa several times 
thinking he would slip away to Taiwan 
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quietly. But when Taipei procrastinated, 
Yang got anxious and called a news confer- 
ence to force the issue, which generated 
huge publicity. The source denounced the 
Taiwanese for “playing dirty" and for “set- 
ting the Hongkong Government up as the 
fall guy in their propaganda ploy.” - 

When Taipei finally indicated its willing- 
ness to accept Yang, the Hongkong Govern- 
ment refused to let him go, the source said, 
because following the publicity the case had 
by then received, it would be “totally unac- 
ceptable” to Peking. In desperation, the 
British asked the US “to do them a favour.” 

Besides putting pressure on the Hong- 
kong Government on the Yang incident, the 
Chinese authorities also were breathing 
down the colonial administration’s neck for 
allowing some Hongkong people “to turn 
the colony into a base for subverting the 
Chinese Government.” The head of the 
Chinese team of the Sino-British Joint 
Liaison Group (JLG), Ke Zaishuo, accused 
the British of conniving in Hongkong 
people’s sabotage activities aimed at over- 
throwing the Chinese Government. 

Ke also blamed Hongkong’s confidence 
crisis on Britain's "irresponsi- 
ble actions" such as unilater- 
ally suspending the work of 
the JLG in June. The JLG is a 
diplomatic body set up 
under the 1984 Sino-British 
joint declaration to liaise and 
consult on the transition of 
Hongkong to Chinese rule in 
1997. The accusations were 
refuted by the British. 

Partly as a result of in- 
tense Chinese pressure to 
crack down on local troub- 
lemakers, on the day Yang 
flew to the US, the Hong- 
kong police, armed with 
court warrants, marched into 
the newsrooms of the two 
commercial television sta- 
tions and seized video tapes 
of confrontations between 
the police and militant demonstrators out- 
side China’s National Day reception on 29 
September. 

This use of police powers caused wide- 
spread disquiet. Lawyers disagreed on its 
legality. Although the police said they were 
within their rights to ask for evidence of 
criminal activity, many viewed it as alarm- 
ing overreaction to a minor scuffle and 
perhaps aimed more at pleasing Peking and 
deterring demonstrators than catching real 
criminals. Some saw a parallel with recent 
actions in China, where authorities used 
news video tapes to arrest and convict dissi- 
dents. There was also concern over the wide 
ambit of the search warrant, which allowed 
the police to go on a fishing expedition not 
only to gather evidence against the suspects, 
but also “to throw light on the character and 
activities” of the suspects’ associates. E°’ 


- 
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VIETNAM 


Demobilised — face diii finding jobs 





"ietnam's S troop dawa a 

Cambodia in late September, which 

officials say marked an end to the 
ee s fourth war in five decades, has 
thrust Vietnam into a new battle — finding 
jobs for tens of thousands of demobilised 
soldiers. They have come home to an ailing 
economy already desperately short of jobs. 

Among the 26,000 troops Hanoi claims it 
pulled out of Cambodia, all the enlisted men 
who have served at least three years, along 
with many of their officers, will be de- 
mobilised, army spokesman Gen. Nguyen 
Van Thai said. He said 500,000 troops have 
been demobilised since 1987, reducing the 
world’s fifth-largest army to slightly less 
than 1 million men. 

But many of these demobilised soldiers 
have had trouble finding jobs. The army 
newspaper, Quan Doi Nhan Dan, reported in 
March that only 35% of those who left the 
army had found full-time jobs, while the 
others worked part-time or were still un- 
employed. 

Visitors to Ho Chi Minh City see some 


young men in tattered army uniforms beg- 
ging around the city’s tourist hotels, while 
others in fatigues sleep in a rundown park, 
frequented by drug dealers and addicts, 
near the former train station. Government 
officials say that poverty and the lack of jobs 
are major reasons for the growing crime rate 
in Vietnam. 

Vietnam has no accurate unemployment 
statistics, but an article last year in Nhan Dan, 
the communist party daily newspaper, esti- 
mated the figure at around 20% nationwide. 
Ho Chi Minh City has about 200,000 un- 
employed and another 100,000 people un- 
deremployed, deputy mayor Nguyen Cong 
Ai said. Ngo Dinh Lop, director of a job- 
training centre in District 10, said 10,000 
young people enter the job market in this 
district every year, but only 2-3,000 of them 
find jobs. 

Employers are often reluctant to hire re- 
turning soldiers because many of them 
dropped out of school early and have no 
marketable skills, said Nguyen Cong Man, 
who works for an employment office set up 


by the city’s communist youth union. 


In an Mid to tackle these PIQUE 





SOVIET UNION 


Vietnamese fight with Soviets over consumer goods 


Cul 


aaepe teure poe earners miae 


By Sophie Quinn-Judge in Moscow 


EE EE e 


ecent dashes between Vietnamese 

workers and Soviet youth gangs in 

Moscow appear to be a product of 
the continuing shortage of consumer goods 
in the capital. 

Since 20 September, six Soviet mi- 
litiamen have been wounded by Vietnam- 
ese, according to the Moscow press. The 
Vietnamese workers claim that they were 
attacked with chains and iron bars, re- 
sulting in hospitalisation for many of their 
number. 

The trouble began, Moscow's official 
party newspaper said, when a militiaman 
was knifed in the thigh by a Vietnamese as 
he tried to break up a gang fight involving 
about 70 people. Vietnamese workers from 
the Zil Limousine Factory said the fight 
began when their hostel on the city outskirts 
* was surrounded by Soviet youths with 





jeher Kee HAC Pb oae tippen rtr Pn ti anta ma Narr ur evi M Mte be ttu 


19 OCTOBER 1989 


chains. At first, the workers said, the militia 
stood by without intervening. After the 
brawl was under way, the militia entered 
the fray, arresting some Vietnamese work- 
ers. 

On 23 September, about 100 Vietnamese 
surrounded a police station to demand the 
release of their countrymen arrested in the 
20 September incident. Another five 
militiamen were wounded in the resulting 
scuffle, and more Vietnamese were de- 
tained, officials said. Finally, after the Viet- 


namese Embassy intervened, the detained. 


Vietnamese were released. An investigation 
has been launched. 

Vietnamese guest workers, who find 
themselves ig the Soviet Union during à 
time of growing social tension, are caught in 
a clash of cultures and expectations. They 
are coming here in increasing numbers to fill 
a critical gap in the Soviet labour force and 
arrive expecting to find a land of plenty. 
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icts, The sob training centre in District 10 oo 
has set up a special three-month program- 
me to train 300 demobilised soldiers in skills 
such as sewing, shoemaking and driving. > 

The tuition fee of Dong 40,000 (US$10) ~ 


will be cut by 40% for the 200 poorest appli- — 
cants, Lop said. He said the centre had given m 
job training to 10,000 young people since it 


was founded three years ago, including 50 
former soldiers. MA. 
The city also has launched an appeal to ae 


state, cooperative and private enterprises to — 
hire veterans. Flegamex shoe factory, which ` 
exports the upper parts of shoes to Eastern 
Europe, is currently expanding its operation 


by 500-600 employees and will give first ~ 
priority to hiring demobilised soldiers, said —— 
factory director Pham Hoai Van, a retired. 


lieutenant who came home in December ^ : 


after fighting in Cambodia for 10 years. Er 

Deputy mayor Ai said the city also was © 
looking for volunteers to open up new eco- 
nomic zones on unused land in Dac Lac pro- 
vince, north of Ho Chi Minh City, and in 


western provinces along the Cambodian ... 


border. 

Other former soldiers will be give priority . 
in taking up work and study assignments - 
abroad, particularly in East European coun- 
tries. About 40% of the estimated 100,000 — 
Vietnamese working overseas, who remit 


part of their earnings to the government, are 


former soldiers, said Gen. Tran Cong Man, 
editor of the army daily. n 


The workers sign on for six years (four for 
women), without a trip home, to gain new 
skills and so they can save money for 
supplies to send home to their families. 
Workers at the prestigious Zil factory, where 
1,600 Vietnamese are employed, say they 
save about Rbi 30 (US$46.5) a month from 
their take-home pay of about Rbi 160. But 
obtaining such prized items as a refrigerator 
or bicycle is becoming more difficult because 
of shortages. These items can only be purch- 
ased with ration coupons and getting these 
can require a bribe. 

Women workers from Moscow's 
Number Five Sewing Factory say they are 
only making enough to feed themselves. — 
They also claim that they get shoved around - 


in shops when they try to buy something ` 
and that sometimes Soviets refuse to sell to. 


them. e 
. In the eyes of some Muscovites, The  - 


Vietnamese are taking too much from the. 


meagre stock of consumer goods here. The E 
capija'S party newspaper Moskovskaya. sen 


Pravda complained recently that “even at ^. 


night you can. buy deficit goods' ' at the Viet- i 


cnamese hostels. The newspaper said that on 


22: Ser tember the Vietnamese boughtupthe _ . 





ntire ;supply of shampoo in one depart- ux 
ment store. — : 





- he V Vietnamese claim that they only buy E 
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| Vietnamese have organi 
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a little t to send to their families. “If a | 
wants to buy something, we sell him alittle « 
just to help,” a young worker from one hos- —. 

tel said. Under their contract, they can send. 
| home one 10-kg package each month, plus 

one container of goods each year. 
| However, Soviet experts say that some 
ised illegal factories 
to make blue jeans, for example, and that 
others are tied into trading 1 networks thatex- 
tend throughout Eastern Europe. If they ar- 
rive from Hanoi with dollars to trade on the 
black market, they start with a large advan- 
tage over the average Soviet. - 
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country. In Vladivostok, he claimed, Viete 


namese prostitution has added to public 2g 
animosity. The fact that they are working — 





long hours at jobs the Soviets do not want = 


favour. 

Under an inter-governmental agree- 
ment, Vietnamese workers have been com- 
ing to the Soviet Union since 1981. About 
10,000 Vietnamese are now employed in 
Moscow alone, with a total of 70,000 work- 
ing throughout the country. This year 
another 40,000 foreign labourers are due to 
arrive in the Soviet Union, with most com- 
ing from Vietnam, according to the State 
Committee for Labour and Social Issues. 


T he theory is that they come to learn a 





trade, mostly in light industry. But 
the Vietnamese workers from the Zil 
plant say they receive three days of training 
before being put to work in low-skill assem- 
bly-line jobs. They receive only three 
months of Russian-language instruction be- 
fore starting work. Workers at the Zil plant, 
| who have been here one year, say that about 
a third have requested to return home. They 
are not given the right to move to another 
job or area within the Soviet Union. ^ 
Soviet specialist Andrei Kamensky . ad- 
mits that the Soviet Union has "no proper 
legal standards and regulations re regarding 
the working arrangements and conditions 
of residence for foreign workers." A Soviet 
| author, writing in the magazine GOriz 
has accused enterprises of using the Viet- 
namese as forced labour instead of investing 
money. to modernise. production lines. For 
the foreseeable. future, | though, the Viet- 
| namese, as well as growing numbers of 
North Koreans, Chir ese and even Mongo- 
lians, will be called on to provide unskilled 
(and non-union) labour for Soviet industry. 
In Moscow, the need for labour appears 
to have become. more critical since 1987, 
when stricter limits were imposed on the — 
| movement of unskilled Soviet workers into - 
the capital. Attempts to recruit labour from 
Central Asia, the. onlyepart: of the Soviet 
Union where there appears. to be wide- 
spread. underemployment, ‘have: tradition- 
ally been unsuccessful.  ^— a? 
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The Vietnamese have provoked so much D : 
hostility in Bulgaria, a source said, that 
many of them had to be flown out of the 


has not swayed public opinion in their w 





BANGLADESH 


Bhutto appears to backtrack on the Biharis issue 





m—— ER E d 


akistan Prime Minister Benazir 
Bhutto's official visit to Bangladesh 
from 1-3 October dashed hopes for 
the early repatriation of the 250,000 Biharis, 
who claim to be Pakistani nationals stranded 


in Bangladesh. Many of Bhutto’s domestic 


political problems are centred around ethnic 
tensions, and this has prompted her to take 
a hard line against allowing the Biharis to 
immigrate to Pakistan. 

Instead, she is believed to have re- 
quested that Dhaka resettle them perma- 
nently in Bangladesh, with financial assist- 
ance from Pakistan and other Islamic coun- 
tries, though no official confirmation of the 
offer was available. The Biharis are non-Ben- 
galis who migrated to what was then East 
Pakistan from the Indian state of Bihar and 
other places following the division of India 
in 1947. But after the eastern region split 
from Pakistan and emerged as independent 
Bangladesh in December 1971, they refused 
to remain, claiming to be Pakistanis. 

They demanded repatriation on the 
grounds that since they had collaborated 
with Pakistani soldiers during the nine- 
month-long Bangladeshi liberation struggle 
in 1971, it was their right to go to Pakistan. 
They since have remained in refugee camps, 
though many have established themselves 
in regular employment and become re- 
signed to permanent residence in Ban- 
gladesh. 

Pakistan's late president Zia-ul Haq in 
1985 declared for the first time that Pakistan 
would take back the stranded people, and 
he recognised the Biharis as Pakistani na- 
tionals. Pakistan then signed an agreement 
in 1988 with the Mecca-based Rabitat al- 
Alam al-Islami, a humanitarian organisa- 
tion, to raise funds for the repatriation. 

Rabitat has volunteered to raise a total of 
US$500 million for the repatriation and re- 
habilitation of the Biharis and already has 
collected US$13 million. Zia had formed a 
board of trustees in 1988 with himself as its 
chairman. The board was scheduled to meet 
three months after its formation, but this 
was delayed when Zia was killed last year. 
The board has been reconstituted, with For- 
eign Minister Yakub Khan as its chairman, 
but the first meeting has yet to be held. 

The secretary-general of the Rabitat trust, 
Amin Aqeel Attas, in a recent statement said 
that the Rabitat was "prepared, equipped 
and absolutely certain" that sufficient funds 
e the repatriation of the stranded Pakis- 
* tanis would be available, but the first meet- 
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ing of the trust was necessary to facilitate the 
operation. 

However, during Bhutto's visit to 
Dhaka, it became evident that her govern- 
ment had clearly departed from earlier po- 
licy. "The issue of stranded Biharis is a com- 
plicated one," she told a crowded press con- 
ference in Dhaka. "We discussed the subject 
with Bangladesh President [H. M.] Ershad 
in July during our meeting in Paris and again 
during the [current] formal talks in Dhaka. 
A solution to the problem should be found. 
We have directed our officials toswork out a 
solution." 

But Bhutto did not mention any time 
frame for the repatriation, nor did she indi- 
cate that the stranded people would be 
taken back. On her return to Islamabad, 
Bhutto described the Bihari issue as “poli- 
tically potent" for both Pakistan and 
Bangladesh and said not only the two gov- 
ernments but the Muslim clergy should take 
part in the solution of the complex problem. 


Despite Bhutto having discussed the issue 


with Ershad in Dhaka, Pakistani officials in- 
sisted that it did not form part of the joint 
statement issued at the end of the meeting, 
sources said. 


Indeed, Bhutto ignored the Biharis die : 
ing her stay in Dhaka and refused either to - 
meet or accept a memorandum from a dele- 
gation of the Bihari leaders. She asked her 
adviser on foreign affairs and national sec- 
urity, Iqbal Akhand, to accept the memoran- . 
dum. In contrast, last September some - 
Pakistani leaders, induding the Pakistan 
Democratic Party chief Nasrullah Khan, vis- 
ited Dhaka and after meeting the Biharis in 
their camps assured them that all possible - 
measures would be taken to repatriate 
them. | E 


Biharis, if repatriated, would mostly end up 


in Karachi and a few other areas where the 
muhajirs — the Indian immigrants — are = 
concentrated in Sindh province and would ^. 
further complicate the dangerous ethnic _ 
problem between Sindhis and non-Sindhis: CuÉ 


there. 


bility for the rehabilitation of the Biharis, . - 
seemed to confirm speculation in Dhaka ~ 


that she intends to raise funds from the rich ~ : 
Islamic countries to settle the Biharis perma- 


nently in Bangladesh. However, Ershad ^ 
may find this option politically difficult to . 
accept. 

And the stranded Biharis appear in no. 
mood to agree to any such solution either. 
Nasim Khan, who is the generally accepted 
leader of Biharis wanting to return to Pakis- 
tan, told the Review: "We will stage along . 
march to Pakistan through. India, if we are 
not taken back to our home." m 





INDIA 


Environmental lobby campaigns — dams 


Greens find voice. 
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By y James Clad in New Delhi 


Luannin m an nann sth nn aa aaan anA a ieee MG ih 


ecent domestic agitation plus pres- 

sure on foreign donors show that 

| India's "Greens" are fast developing 

political clout. Environmentalists are dis- 

playing increasing flair in lobbying against 

large dam projects, though government 

planners say that their cancellation will only 

add to India's chronic electricity and water 

shortages, now seen as a major drag on 
faster economic growth. 

Two projects currently are under fire. 
One is a vast plan to put a number of dams 
across the Narmada river and its tributaries, 
which flow dhrough three north central 
states to the Gulf of Cambay. The other con- 
troversy turns on a dam being built in the 
Himalayan «region of northern Uttar 
Pradesh, India's most populous state. 

The scale of the Narmada scheme is vast; 
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the work in Gujarat state alone, costing Rs 


64 billion (US$3.36 billion), will result ina  - 
1.2-km-long, 140-m-high dam across the 


river. Behind it the Indian contractors will — 
place a 1,200-MW powerhouse, under the 


ground at riverbed level, and another 250- : ; : 


MW station along an adjacent canal. o oe 
First conceived 30 years ago, the Nar 
mada master plan envisages a total of 11 = 
major dams along the 1,300-km river’s pass- =- 


age through three states. Another 20 dams — . 
will rise on the Narmada's tributaries; fiveof .- 
these are meant to provide electricity, six — 


will, have dual-purpose hydro-irrigation de- — l 
signs and another 135 medium-sized bar- 
riers will divert water solely for irrigation. 


But environmentalists claim the Nar- — s: 


mada scheme no longer fits its original eco -< 
nomic rationale. They say it will disrupt the 2L 
lives of 1.2 million people, physically uproot 
entire communities and flood important ar- 
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Observers believe that Bhutto fears the =~ 


Her Islamabad statement suggesting the I : 
involvement of the clergy in taking responsi- 
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Practitioners of the ancient and 
mysterious art of Alchemy tried to 
gain riches by creating precious 
metals from base elements. They 
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PARAGON FUND LIMITED 


Investment in futures contracts can be 
enormously profitable. But it can also 
involve capital losses. There has always 
been the risk element — until now. . 

Now Paragon, a new and sophisticated 
fund, enables the investor to participate 
in the potentially unlimited profits to be 
made from futures, while eliminating 
the risk of capital loss — with a fall-back 
guarantee of monies returned after six 
years. 

JOHN GOVETT & CO LIMITED, 
the long established City investment 
manager, manages four futures invest- 
ment advisers. 

AMERICAN EXPRESS BANK LTD. 
provides the guarantee element. 

The fund will take subscriptions. from 
end-September to 1st December 1989. - 


To: The Paragon Information Centre, | : | 
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St. Helier, Jersey, C hannel Islands 
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promotion in countries where it is unlawful. [7777 
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of the prospectus of the fund. 
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chaéclogic sites. Concern now focuses on 
the scheme’s next phase, a giant 1,200-MW 
dam at Punasa in central Madhya Pradesh 
state. nae 
The environmental lobby i is not the only 





? 


‘source of complaint. The. World Bank, 
which has contributed about US$450 millio 
to the project already, is grumbling about 





delays by Indian construction firms. Lag- 
ging work schedules have already put the 
project well over budget. 

Further north, plans to build a 2,400-MW 
dam at Tehri, in Uttar Pradesh, have 
prompted sarcastic comparisons to a failed 
dam built in the 1970s about 100 km up the 
same river, the Bhagirathi. Corrosive silt 
plays havoc with its turbines. The Tehri 
site also carries "the highest seismic risk of 
any dam in India," according to a leading 
environmental group, the Indian Nation- 
al Trust for Art and Cultural Heritage 
(INTACH). 

INTACH director N. D. Jayal, a former ad- 
viser in the government's Planning Com- 
mission, says the dam will displace "over 
80,000 Garhwalis [local peasants] from one 
of our most fertile valleys which, under sub- 
mergence, will be destroyed forever for the 
short-term gain of power generation for a 
mere 60 years." 

The Tehri controversy has another in- 
triguing complication. After 1986, Soviet 
consultants became involved in feasibility 
studies for the dam. Mindful of an environ- 
mental backlash following the Chernobyl 
disaster which resulted in radiation spread- 


ing beyond its borders, the Soviets recently 


leaked studies showing that Tehri requires 
new, and expensive, design alterations to 
overcome seismic risk. 


environmental movement has coin- 
cided with second thoughts over 
India's earlier large dams, of which 1,500 
have been built in the modern era. Both local 
and foreign specialists say a high proportion 


T he growth of the small but influential 


of India's large dams over the past century 
| havebeen failures (one account pus the fail- 
| ure rate at 10%). 


Sympathetic local journalists ibo have 
given prominence to Green i issues as have 
books, such as Baba Amte's Cry the Belove 
Narmada. Although seen by s so easa done 
of the international environmental move- - 
ment, with which it is well connected, 
India's Greens are nonetheless an rindigen- 
ous lobby. os 

Meanwhile, E E activism 
abroad is forcing foreign donors to both look 
for environmental projects and to shun as- 
sociation, with projects alleged, often with 
good reason, to be environmentally damag- 
ing. The World Bank especially is AN this 
pressure. Su 

A Sabes of grops opposed to th 
Narmada project on 28 September showed 
how skilful India’s Greens are becoming. | 
On that day INTACH and other organisations * 
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stars to an obscure Madhya Prades 


angry about its submersion in the next 
phase of the Narmada scheme. Other out- 
siders also attended the meeting, including 
ordinary people brought in from other parts 
of India where environmental issues are also 
on the boil. 

However, environmental issues are 
notoriously complex, especially in a country 
as crowded and variegated as India, where 
water and electric power are the very stuff of 
politics. Large projects mobilise enormous 
constituencies, from farmer lobbies hopeful 
of irrigation preferences to bureaucracies 
hungry for the patronage that comes from 
big contracts. 







There is also an industrial imperative. 
The heavy electricals industry, one of the 
country’s (and Asia’s) most advanced, 
needs turbine orders. In short, the Greens 
must convince many more people than sim- 
ply obstructive bureaucrats. Until now, they 
have been unable to persuade key decision- 
makers that alternatives to the current hydro 
plans can deliver the same, or similar re- 
sults. During 1990-95, the central govern- 
ment intends to install 50% more electric 
generating capacity (REVIEW, 28 Sept.). 

Apart from dams, India’s most pressing 
Green issue remains deforestation and the 
intimately connected problem of flooding. 
Satellite data shows India losing 1.3 million 
ha of forest every year; forests now cover 
just 9% of the country’s total area despite a 





JAPAN 


Kim Il Sung’s pinball empire funds socialists 





to the way she managed to pin down 
the ruling Liberal Democratic Party (LDP) 
during parliamentary hearings on the Re- 


cruit scandal in early 1989. Now Doi herself 


faces some awkward questions. 

A series of articles in the popular weekly 
magazine Shukan Bunshun has accused the 
Japan Socialist Party (JSP), which Doi leads, 
of receiving funds from operators of 
pachinko (fapanese pinball machine) sa- 
loons and of blocking moves to prevent tax 
evasion by the industry. 

The Bunshun articles also claim that the 

jsr/s ties with the pachinko business form 
part of a web of contacts between the 
socialists, the pachinko industry and the 
communist leaders of North Korea. The JSP 
became the only Japanese political party to 
maintain friendly contacts with Pyongyang 
when the Japan Communist Party (JCP) long 
ago quarrelled with North Korea. 
. According to the Bunshun articles, pro- 
Pyongyang members of Japan's Korean 
community own about a quarter of the 
15,000 pachinko parlours in the country and 
are regularly "taxed" by North Korea to pro- 
vide funds for Pyongyang festivities such as 
the birthday of President Kim Il Sung. One 
reason why the industry can afford this, 
the articles claim, is that it is evading Japan- 
ese tax payments to the tune of Y2 trillion 
(US$14 billion) a year. 

The Bunshun pachinko series, which 
began in early August, immediately after 
the jsP’s upper house election victory, is ru- 
* moured to be based mainly on leaks from 
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the industry itself where resentment has 
begun to build up against North Korean 
levies. The magazine was told by Zenkoku 
Yugiyo Kyodo Kumiai, an association repre- 
senting pachinko parlour operators, that the 
association bought ¥4.5 million worth of 
tickets for a party staged by the JsP early in 
1987 to celebrate the inauguration of Doi as 
party leader. This happened a few months 
after the association had decided to award 





"top? 


Doi a prize for her support to the industry as 
part of its 20th anniversary celebrations. 

Doi is known as a keen pachinko player 
but has claimed to be mystified by being 
awarded a psize. Bunshun's claims that the 
JSP sold party tickets to the pachinko associa- 
tion were initially denied by the jsp, but the 
magazine says that the party modified its 
position after the magazine presented de- 
tails of the transaction. 
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target, engraved in national plans for 30. 


years, to cover 33% of total land area with - U 


trees. | 

There is, meanwhile, much disillusion- 
ment over government programmes. Offi- 
cial reports now admit that “social forestry," < 
much touted during the 1970s, has singu- = 
larly failed to halt deforestation or even slow = 


the pace. Plans to grow trees on 175 million = 
ha of “wasteland” also seem to have been... 
doomed from the start: the softwood seedl- > 
ings used are said to have depleted the 
water table and exhausted the soil For = 


many ordinary Indians, a deterioration in. 
their surroundings (floods, drought, scare 


siltation to name but a few) has become in- - à 
creasingly obvious in recent years. wo 


The sale of jsP party tickets to the p 


pachinko association would be permissible __ 
under the laws controlling political funds. — 
But Bunshun claims that in at least one case. 
contributions to the party were made in the. 


name of Chosen Soren, an association of = 
pro-Pyongyang residents in Japan. If true, . 
this would be illegal since the law forbids pœ ` 
litical contributions by foreigners. 

The JsP could also be in trouble over Bun- 
shun's allegation that party members argued 
in parliament against a scheme to introduce 
pre-paid cards into pachinko saloons, thus 
making it easier for the National Tax Agency 
to document pachinko operators’ earnings. 
The JSP is said to fear that attempts to regu- 
late the industry could be viewed as an at-. - 
tack on the Korean and Taiwanese com- 
munities which own an estimated 60% of all 
pachinko parlours. JSP spokesmen have de- 
nied the claim that the party opposes pre- 
paid cards, but Bunshun reporters cite an ar- 
ticle in Shakai Shinpo, the JSP party news- 
paper, which adopts this position. 

. Although the jsp has denied some speci- 
fic points in the Bunshun articles, the party 
appears to be waiting for the completion of 
the series before attempting to counter it as a 
whole. Doi told foreign reporters recently 


that the party was conducting its own in- 
quiry but claimed that she personally "knew. `` 
nothing." Of politicians named by Bunshun, > 
only one so far seems to have admitted _ 


being a direct recipient of pachinko funds. — — 
The pachinko affair appears not to have 
damaged the popularity of Doi or her party, — 
and has not led to a run on the sale of Bun- —.— 
shun comparable with the rush to buy copies. 
of the Sunday Mainichi, a weekly magazine 


which scooped former prime minister . 
Sousoke Uno's affair with a geisha in June. 


Lack of an immediate response from the 


public may be due to the fagt that the affairis — 


far more complex than Uno’s woman prob- 
lems. The LDP is known to be watching the . 
affair closely but seems to be biding its time. 
LDP caution reflects the fact that the ruling 
party also receives funds from the pachinko | 
industry. n 
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TAIWAN 


National Day celebration marred by protests 





By Lincoln Kaye in Taipei 


fter nearly a week ofi unremitting rain, 
Taipei’s skies turned balmy just in 
a time for National Day celebrations on 
~ 10 October or Double Tenth. Political 
clouds, too, seemed to recede — at least 
temporarily — for the ruling Kuomintang 


` (KMT). But a few squalls remain on the hori- 


zon between now and December's island- 
wide elections, as signalled by the intrusion 
of opposition protests. 

A potentially damaging election issue 
was defused with the resignation of Justice 
Minister Hsiao T'ien-tsang, who had been 
implicated in a drawn-out influence-peddl- 
ing scandal. The apparent quid pro quo was 
that criminal charges against Hsiao were 
simultaneously dropped. That leaves the 
disgraced minister eligible, in principle, for 
another cabinet berth — a claim he is not 
likely to press until well after the election, 
analysts predicted. 

On the eve of the National Day, the gov- 
ernment also unveiled a draft law incor- 
porating its long-standing policy on the 
mainland. If passed, it will bar direct trade 
and financial dealings with China and those 
violating the law could be subject to three 
years in jail or a fine of US$40,000. 

A major boost to government prestige 
was the presence on the National Day 
parade reviewing stand of a top-drawer de- 
legation from Liberia, which became the 
25th nation to recognise Taipei diplomati- 
cally. The festivities also attracted somewhat 
more international media attention than 
usual. Feature wsiters dwelt on the contrast 
between upbeat Taipei and Peking’s rather 
strained 40th anniversary celebrations a 
fortnight ago at Tiananmen Square, the site 
of the 4 June bloodbath. 

The contrast — or lack of it — between 
the “two Chinas” was also the theme of a 
hard-hitting full-page advertisement taken 
out in anti-government newspapers by the 
opposition Democratic Progressive Party 
(DPP). The advertisement showed a main- 
land flag (a technically seditious act under 
Taiwan law) alongside a Taiwan flag, and 
catalogued human rights abuses of the two 
regimes over the past four decades. 

The headline quoted the Peking’s “one 
country, two systems” formula for reunifica- 
tion with Taiwan. Then it rejoined with an 
ironic paraphrase: "Two countries, one sys- 
tem." Both slogans were punctuated with 
question marks, rather than periods, 
pÉrhaps to pre-empt prosecution. 

The advertisements were meant to at- 
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On the defensive 


tract supporters for a procession through 
Taipei's working-class industrial suburbs to 
the detention centre where former Taoyuan 
county executive Hsu Hsin-liang is being 
held pending charges. The firebrand 
agitator was recently arrested while attempt- 
ing to smuggle himself back into the island 
after a decade in exile. Inside the detention 





Chen: leading protests. | 


centre, Hs u formally aedi her DPP, which 
did not exist at the time he left Taiwan. 

Just before Double Tenth, police sealed 
off the warren of back-alleys surrounding 
the detention centre — a marked contrast to 
the relatively free access allowed during the 
previous fortnight. But barely 5,000 people 
showed up for the rally to free Hsu, less 
than half the predicted turn-out. The de- 
monstrators wore yellow headbands and 
carried yellow flowers, a self-conscious ref- 
erence to the iconography of the Philippine 
“people power” movement which toppled 
Ferdinand Marcos. 

The mood soured, though, as the stand- 
off dragged on. By 3 a.m., some de- 
monstrators let fly with stones. Police re- 
sponded with truncheons and water can- 
nons. Several protesters were arrested and 
the demonstration leaders were carted off in 
police ambulances. 

Police also used truncheons against 
another DPP demonstration in the crowded 
downtown streets near the official Double 
Tenth celebrations. This protest was led by 
Chen Wan-jen, a dissident journalist who 
slipped back into Taiwan from his US exile 


last spring and hopes to run for city council 


in December despite the authorities’ refusal 
to grant her official residence in Taiwan. 

She tried to add an extra unwelcome con- 
tingent of raucous oppositionists to the Na- 
tional Day parade. But, with only about 300 
backers, she had scant hopes of breaking 
through the thousands of riot police. i 





HONGKONG 


Hongkong considers lobbying the Commonwealth 


Appeal to Empire 


collapse caused by the 4 June massacre 

in Peking, some Hongkong people are 
looking to the Conference of Common- 
wealth Heads of Government (CHOGM) in 
Kuala Lumpur, beginning 18 October, for 
signs of an international rescue package to 
bail them out before 1997, when the colony 
reverts to Chinese rule. 

Most Hongkong people know very little 
about the Commonwealth, though Hong- 
kong is a member, through Britain and par- 
ticipates as a separate entity in activities like 
the Commonwealth Games. But the fren- 
zied efforts by local people to find bolt-holes 
all over the world made the Commonwealth 
conference an obvious target for lobbying. 
The British Government has said it would 
seek the help of friendly Western states and 
the Commowealth to help devise an insur- 
ance scheme for Hongkong. 

The non-government members of the 
Executive Council and the Legislative Coun- 
ci, and the Honour Hongkong Campaign 


[: the wake of the massive confidence 
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said they intended to go to Kuala Lumpur to 
lobby member countries and try and per- 
suade them to treat Hongkong's case sym- 
pathetically. However, they revised their 
plans upon finding they would not be able 
officially to attend the CHOGM. 

Also under discussion locally, is whether 
Hongkong could become a member or as- 
sociate of the Commonwealth after 1997 as a 
means of bolstering its identity as being dis- 
tinct from the rest of China, a possibility 
some observers believe the colony should 
begin exploring. There was no provision for 
this in the 1984 Sino-British joint declaration 
on the future of Hongkong, but neither was 
it ruled out. According to the agreement, 
Hongkong can on its own maintain and de- 
velop relations with states, regions and in- 
ternational organisations in economic, 
trade, financial, cultural fields. Currently 
only independent coumtries can join the 
Commonwealth, but the organisation could 
probably change its rules to accommodate 
Hongkong. = Emily Lau ° 
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The Commonwealth is useful, if not vital 





igh 


By Tai Ming Cheung in Hongkong, 
James Clad in New Dethi and Colin 
James in Wellington 


akistan left it, Malaysia derided it as 
an anachronism, Bangladesh could 
not care less about it — and Fiji was 
expelled from it. 

Asian opinions about the Common- 
wealth in the 1970s and 1980s were rebelli- 
ous. But when the association’s leaders 
gather in Kuala Lumpur later this month for 
their biennial Heads of Government Meet- 
ing (CHOGM), they will find the organisation 
enjoying a measure of renewed popularity, 
not least from some of these previously am- 
bivalent Asian members. From threatening 
to leave, Malaysia now plays welcome host, 
and Pakistan is returning after angrily 
stomping out 17 years ago. 

In addition to holding formal meetings at 
the CHOGM, the Commonwealth leaders go 
to a retreat for two and a half days. They are 
only allowed to be accompanied by one per- 
son; all other officials are kept away. The 
leaders can, and indeed must, talk to each 
other. They have a chance to express their 
views and are compelied to listen to the 
views of the others. They can gain insights 
into international affairs and they can pro- 
mote services or products of their own coun- 
tries. After the retreat, there is no official 
communiqué. It is discreet — just like a club. 

The revival of interest in the Common- 
wealth may surprise some, given the 
group's popular image as a talking shop, or 
more unkindly as an irrelevant holdover of a 
dead empire. This is despite the fact that the 
contemporary Commonwealth is funda- 
mentally different from its imperial pre- 
decessor. Britain is no longer dominant, 
with all 49 members having equal status. 
Nor does London wish to be; the Common- 
wealth ranks low in its priorities. 

There is, nevertheless, considerable sup- 
port for the Commonwealth where the 
British heritage and connections — from the 
language to institutions such as the monar- 
chy — run affectionately deep. The Subcon- 
tinent and Pacific states are among the most 
enthusiastic, as well as the most critical, sup- 
porters. For others, like Malaysia or Singa- 
pore where the impact and regard for the 
British legacy is less, interest and involve- 
ment have been more restrained and some- 
times antagonistic. " 

At the other end of the membership 
e Spectrum, some of the more traditional 


19 OCTOBER 1989 


tea at the ch 


On other pag 





“White” states have also questioned the 
Commonwealth's continuing relevance. 
Under conservative governments, rugby- 
loving New Zealand pondered if$ continued 
involvement during the 1970s with an or- 
ganisation that it saw as having become 
dominated by African states pushing "radi- 
cal" policies, such as a total boycott of sport- 
ing contacts with South Africa. 

While members' attitudes to the organi- 
sation have fluctuated, there is some am- 
bivalence on the part of the Commonwealth 
as an organisation towards Asia. Critics 
charge that the region is to a large extent 
overlooked in Commonwealth concerns 
compared with, for example, Africa. Cer- 
tainly, in terms of resource allocations and 
prominence on the Commonwealth’s agen- 
da, Africa, specifically southern Africa, 
ranks at the top of priorities. 

Africa's importance stems from its acute 


political and economic problems, from apar- 


theid to under-development, which are in 
marked contrast to generally booming Asia. 
Although publicly at least, Asian members 
do not complain of being secondary in 
priorities, that the Commonwealth’s ener- 
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gies are seen to be focused elsewhere in the - 


. world does cause them to question its com- - 


mitment to Asian issues. A 

Some senior Commonwealth Secretariat ' 
officials say privately that some of the ` 
proudly successful Asian states, such as Sin- 
gapore, resent having to support African . 
counterparts for their self-induced failures in _ 
development and have consequently been : 
slow to pay up their budgetary dues. | 

Some critics even question whether the - 
reasons for emphasising Africa over Asia are - 
entirely valid. They point to Bangladesh, . 
India and some Pacific members which have 
their own serious development problems. 

New Zealand Foreign Minister Russell 
Marshall said the South African issue 
loomed large partly because "almost all the 
best knowledge about what is going on in 
southern Africa is in the Commonwealth." 
He pointed out that the African protagonists 
take the CHOGM very seriously: African Na- 
tional Congress representative Thabo Mbeki 
would be in Kuala Lumpur, as would the 
head of the Southwest Africa People's Or- 
ganisation, Sam Nujoma. 





A nother complaint expressed by 
^ some Asian and Pacific members is 
fA that Commonwealth membership 
. JA. may even hamper relations with 
other states. Senior New Zealand officials 
privately say Wellington’s excellent ties with 
Malaysia and Singapore have slowed the 
development of contacts with Indonesia and 
Thailand. The same might be said about 






Australia's ties with Thailand and the Philip- 


pines, if not Indonesia. | 

The 18 Asian-Pacific Commonwealth 
members, half of whom are tiny Pacific or 
Indian Ocean islands, make up 20% of the 
organisation's total membership. There 
have been efforts to develop a specifically - 
Asian and Pacific forum within the Com- 
monwealth, though the various demo- 
graphic, cultural and other diversities of the 
participants, from massive India to tiny 
Nauru, has tended to limit the creation of a 
regional identity. The region's leaders, 
nevertheless, have their own heads of state 
regional meetings and from them have 
conte various consultative groups to explore - 
issues such as the promotidh of inter-region- 
al trade and energy use. . 

While the Commonwealth's importance 
to most members may be secondary to their 
participation in other international or re- - 
gional organisations, such as Asean or the 
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South Asian Association for Regional 
Cooperation or the South Pacific 
Forum, many of the smaller mem- 
bers find it very useful. The Com- 
monwealth allows their views to be 
^ heard on the international stage, and 

— brings together states which might 
otherwise have no contact. In this re- 
spect, the Commonwealth is seen as 
‘more useful than the bigger and 
more impersonal UN. 

Although there are various facets 
to the Commonwealth's activities, 
it is the CHOGM that attracts most 
attention and from which the 
Commonwealth's disparaging talk- 
_ ing-shop label derives. This is be- 
cause the only tangible product of a 
week of top-level CHOGM informal 
discussions are communiqués that 
usually are long on words but short 
on deeds. This criticism, however, misses 
some important aspects of CHOGM’s role. It 
is intended as a forum where leaders can ex- 
change views at a personal, even intimate 
level, rather than provide solutions to prob- 
lems. 

"The relationships are just more comfort- 
able," New Zealand's Marshall said. "You 
have the English language, which creates an 
ease of relationship that you don't have in 
quite the same way with non-English speak- 
ing countries. People just know each other 
better and can be more honest and frank 
with each other." 

On occasions, however, CHOGM discus- 
sions have produced some useful output. 
Of specific value to Asian and Pacific mem- 
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bers are studies and initiatives on enhanc- 
ing the security of small states, promoting 
democratic processes, North-South trade, 
debt relief and boosting foreign investment. 


he examination of how to deal with 
the vexing security problems in- 
herent to small states, highlighted 
the vulnerabilities of the 10 tiny In- 
dian and Pacific Ocean members. This was 
brought home by the attempted coup in the 
Maldives in November 1988. India's 


rescue of the Maldives Government against 
Sri Lankan mercenaries was praised by 
Commonwealth Secretary-General Shridath 
Ramphal as being “in the best traditions of 
Commonwealth beled: al Other coun- 
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tries in the region, however, were 
less sure whether India's actions 
were those of a fraternal association 
member or an aspiring regiona! 
policeman. 

On various other occasions, Com- 
monwealth membership has directly 
or indirectly contributed to the 
strategic protection of small states. 
To some extent, it reinforces Aus- 
tralian security guarantees — to 
Papua New Guinea (which itself 
sent troops to Vanuatu in 1980). 
The most impressive examples of 
the Commonwealth's policeman 
capabilities, however, come from 
Africa, such as its role in the hand- 
over of White-minority rule in 
Rhodesia. 

But the military coup in Fiji in 1987 
demonstrated the narrow limits of 
the Commonwealth's ability to protect the 
values it espouses. All the organisation 
could do was tell Fiji it was no longer eligible 
for membership. As the recommendations 
in the Commonwealth study illustrate, the 
association's ability to bolster the security of 
small member states is severely limited. 
Piecemeal measures include developing 
regular regional consulations on security, 
seconding military advisers to train local sol- 
diers, strengthening their representation at 
the UN and promoting information-shar- 
ing. 

The most tangible security setup derived 
from Commonwealth affilations is the Five- 
Powers Defence Arrangement (FPDA) be- 
tween Britain, Australia, New Zealand, Sin- 
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gapore and Malaysia, though it is organised 
outside the auspices of the Commonwealth 
Secretariat proper. Although the FPDA is in- 
formal in structure and does not bind the 
signatories to come to the aid of a fellow 
member if attacked, it is likely that some sort 
of help, including military intervention, 
would be provided if sought. Regular mili- 
tary exercises are held and a permament air- 
defence system exists. In addition to the 
FPDA, Britain has a bilateral security arrange- 
ment with Brunei. 

The Commonwealth also is endeavour- 
ing to establish a standing facility of inde- 
pendent observers to monitor the holding of 
elections, in a bid to strengthen the demo- 
cratic processes in some of its politically 
more fragile members. This is in part a re- 
sponse to its inability to provide election ob- 
servers quickly enough for the Sri Lankan 
general elections earlier this year. The set- 
ting up of such a facility may be decided 
upon at Kuala Lumpur. 

Education has become a contentious 
issue. Britain, Australia and Canada and 
some developing states provide more than 
1,700 scholarships annually to students 
from poorer member countries to attend 
courses in their higher education systems, 
as well as exchanges in various professional 
areas, Such educational exchanges have 
helped to foster greater understanding and 
personal contacts among members. 

However, it also has been a source of fric- 
tion. In recent years, many of the developed 
countries have significantly increased fees 
for foreign students, and this has affected 
many of those developing Commonwealth 
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states which send large numbers of their 
students to these countries. Malaysia was 
particularly enraged by British fee rises in 
the mid-1980s and retaliated by boycotting 
the sale of British consumer products. 

One of the closest bonds of Common- 
wealth contact has been in the legal arena. 
Many of the Commonwealth countries’ 
legal systems are based on the English sys- 
tem of jurisprudence and follow English 
procedural precedents. Many lawyers are 
admitted to practice in two or more Com- 
monwealth jurisdictions. Some countries 
preserve the right of final appeal to the Privy 
Council in London. 


he Commonwealth Secretariat's 

Legal Division keeps lawyers 

in these common-law countries 

abreast of current developments 

through regular law conferences, student 

exchanges and publications sych as the 

Commonwealth Legal Bulletin. In addition, a 

Commercial Crime Unit exists within the di- 

vision helping to coordinate members’ ac- 

tivities against commercial crime and drug- 
trafficking and abuse. 

Another institutional link is the Com- 

monwealth Parliamentary Association, 
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which brings MPs together in confer- - 
ences and maintains a fund to help smaller 
parliaments with such things as the draft- _ 
ing of standing orders and formulation of _ 
procedures. The Commonwealth Press 
Union runs training courses for young jour- 
nalists. M 
Although intended to strengthen Com- ` 
monwealth solidarity, sporting links have - 


been one of the most controversial and 


politicised areas, accentuating divisions be- ; 
tween African and developing members 
and the “White” members over sporting 
contacts with South Africa. The Gleneagles 
Agreement in 1977, in which members ag- 
reed to discourage sporting contacts with 
South Africa, was seen by some members, 
especially New Zealand, as an infringement 
of sovereignty and free choice. At Wel- 
lington's insistence, a rider was added, that 
any such action had to be in conformity with 
the laws of the country concerned. . 

A recently announced private tour by 
British cricketers to South Africa is the latest - 
incident likely to cause tension with the 
Black African states. The African countries 
have, at various times, threatened to boycott 
Commonwealth-based sporting events be- 
cause of other member governments’ refus- 
als to ban their non-official organisations or 
individual sportsmen from maintaining 
links with South Africa. 

But all in all, the Commonwealth is like 
an old tea cosy. At first sight it looks like an 
absurd anachronism but, on reflection, 
maybe it has its uses. Everyone could live 
without it but, since they already have it, 
why throw it away? E 
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Expelled Fyi is still missed 


Bouncing blackball 


By Review Correspondents 


he question of Fiji's readmission to 
T the Commonwealth brings out the 

ambiguities — many might say dou- 
ble standards — in the Commonwealth's 
stand on human rights, democracy and 
racialism. 

A declaration in October 1987 by the Fi- 
jian group leader Sitiveni Rabuka that the 
country was a republic ended the associa- 
tion with the British crown and led to Fiji's 
expulsion from the Commonwealth. 

The post-coup administration's position 
on Fij's immigrant Indian population, in- 
cluding its desire to secure indigenous Fijian 
political supremacy, would have opened the 
Commonwealth to accusations of hypocrisy 
on its stand on South Africa had Fiji been al- 
lowed to remain a member. 

A particular irony is that this CHOGM is 
being held in Malaysia, whose racial-balanc- 
ing policies to maintain Malay supremacy 
were a conscious model for the makers of in- 
dependent Fiji. Many Malays sympathise 
with the Fijians’ self-assertion. 

But even the old Fiji constitution went 
much further than Malaysia in the way it 
enshrined racial positions, having separate 
communal electoral rolls and racial blocks in 
parliament. Apart from the king being cho- 
sen from Malay royal houses, Malaysia's 
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political balance relies on an unwritten com- 
pact between the races. 

Ultimately, Fiji's relatively painless de- 
parture from the Commonwealth under- 
lines how little the association can mean in 
reality. The country’s interim Prime Minister 
Ratu Sir Kamisese Mara, once a frequent 
CHOGM participant, recently confirmed that 
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the new epebliew was in no fay to retum 
to the fold. 

“We are enjoying our extramural punish- 
ment outside the Commonwealth," he said. 
“We have got far more friends than we 
would have had inside the Common- 
wealth." Mara identified India as the biggest 
opponent to Fiji's re-entry, saying that this 
was the main reason why he would "not 
really" wish to return. 

"I would not enjoy going in and trying to 
be polite when I really don't want to be po- 
lite," said Mara. "The thing that really re- 
duced my respect for the Commonwealth as 
an organisation is that they could allow one 
member to dictate — they are afraid that 
India will walk out. I have seen the future as 
I will die with Fiji outside the Common- 
wealth and that doesn't worry me." 

New Zealand Foreign Minister Russeil 
Marshall does not see Fij's readmission 
being considered until its new constitution is 
enacted. Free elections might not necessarily 
be a precondition. "We would have some 
difficulty [without free elections],” he said. 
"But we would not want to get too self-right- 
eous about it. The people you would have to 
convince would be the Indians. 

"People would quite validly say, if you 
look around the Commonwealth you can't 
really describe them all as good Westminster 
parliaments anyway — you've got Flight- 
Lieut [Jerry] Rawlings running Ghana, Maj- 
Gen. [Ibrahim] Babangida still running 
Nigeria and the King of Tonga still running 
Tonga. You have some difficulty being con- 
sistent if you say Fiji, having a constitution 
which is loaded towards ethnic Fijians, is 
less acceptable than some of the other gov- 
ernments in the Commonwealth." " 
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Sceptical Mahathir has 
a change of mind 


A useful 
— shop 


Mat nerit la pa aH S hte rene PAA AAA tthe emer MER aaa b N t rig m pane prat t ua dr V HA oem ror y med pH ARAN HT Mn on 


REPRE 


F: years ago, the TEES prime 


minister was considering pulling out 
of the Commonwealth. This month 
Datuk Seri Mahathir Mohamad finds him- 
self hosting the CHOGM — a 180 degree turn 


of his country’s view of the Common- 


wealth. 

Malaysia's relations with Britain were at 
their worst in the mid-1980s, after London 
raised tuition fees for all overseas students 
and Malaysia responded by launching its 
"Buy British Last" policy. And anger with 
Britain was visited on the Commonwealth's 
door. 

Mahathir commissioned the Foreign 
Ministry and the quasi-government think- 
tank, the Institute of Strategic and Interna- 
tional Studies, to look into the merits of a 
withdrawal. Both reports recommended 
against it, after studying options ranging 
from total withdrawal to adoption of a 
leadership role. Despite his earlier reserva- 
tions, Mahathir decided not only to keep 
Malaysia in but to participate more actively 
in the grouping. 

After becoming prime minister in 1981, 


Mahathir left no doubts over his view of the 
Commonwealth by boycotting the CHOGMS 
in Melboume in 1981 and New Delhi in 
1983. "I feel we can achieve more in the 
country than at such meetings, which are 


just talk and very little progress," he had 


said in 1981. He was far more interested in 
CHOGRM — the Commonwealth Regional 
Meeting — which discussed issues closer to 
home and which he did attend in Port 
Moresby in 1984. 

But in 1985, he attended the CHOGM in 
Nassau, where he met fellow developing 
nation leaders, with whom he formed use- 
ful links. In Vancouver in 1987, he was per- 
suaded by Commonwealth Secretary-Gen- 
eral Sir Shridath Ramphal to host the next 
meeting. Some observers suggested that 
there really were no other takers from 
among the developing countries when 
everyone was suffering from the world re- 
cession. Mahathir's offer was received with 
a sigh of relief. 

For Mahathir, it was a lucky gamble. 
Since then, Malaysia's economy has picked 
up and the domestic political uncertainties 
of the past two years slowly are being 
smoothed over. Diplomats note that Maha- 
thir can successfully use this international 
stage to improve his domestic image in the 
run-up to the next general election. 

Despite its greater receptivity to the 
Commonwealth, however, Malaysia has 
not altered the importance it accords to other 
international organisations. Asean still gets 


top priority, followed by the Organisation - 


of Islamic Conference, the Non-Aligned 
Movement and the UN. The Common- 
wealth trails in fifth place. Nevertheless, 
of the Commonwealth's 49 members, 
Malaysia today stands as the 10th-largest 





COMMONWEALTH 4 


Technical fund brings 
unlikely deals together 


Small is 


beautiful 


REI ES oe Brienne meinen nme In Rane AR RE SLATE UTNE BRIER UNA te tn 9-4 WIR ARIA A IRAE QE Rann tev en het ne 
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he Commonwealth does have practi- 

T: cal projects which are important for 

less prosperous countries, particu- 

larly the Commonwealth Fund for Technical 
Cooperation (CFTC). 

This agency receives voluntary contribu- 
tions — the fourth-largest contributor is 
Brunei which gives £1 million (US$1.62 mil- 
lion) a year — and uses the money to give 
technical assistance to those countries who 
need it. Since the Asian countries are rela- 
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tively advanced by Commonwealth stand- 
ards, they tend to be suppliers of expertise 
more than recipients. India especially, 
though pooron a per capita income basis, is 
rich in experts. So while India (and also Sin- 
gapore) receives relatively little technical as- 
sistance, it sends many experts to other 
member countries. 

In the year to June 1989, a total of 1,198 
projects and extensions of projects were 
launched. Of these, a disproportionately 
high number of the experts giving advice 
and instruction were from Asia. For exam- 
ple, an expert from Singapore gave a course 
in cargo operations in the Solomon Islands. 
A consultant from India went to Uganda for 
nine months to advise on rehabilitation of 
textile production there. Hongkong re- 
ceived help on language syllabuses and lan- 
guage teaching from a Singaporean expert. 
An expert fromm Hongkong gave a meteoro- 
logical forecasters' course in Malaysia. 

Of course, a country like Malaysia could 
very easily get by without giving or receiv- 
ing technical assistance through the 
Commonwealth, as such assistance can be 
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donor, its and nn contribution. 
since 1986 standing at £100, 000)" 
(US$162,000). js 

The most persuasive argument for re- 
maining lay in the economic benefits that ac- 
crue to Malaysia from the Commonwealth: 
Fund for Technical Cooperation (CFIC), 
through which Kuala Lumpur received £1 
million during 1985-88 

Through the Comimonwealth, Malaysia 
could tap a valuable African lobby on South- 
South issues, on which Mahathir is very 


keen. While Malaysia has established bila- — 
teral ties with some African countries, these ^ 
tend to be more costly and more difficultto — 


maintain than by going through a ready- 
made network. It also gave access to the 
smaller states of the Pacific, many of them 


with populations of under 1 million. Sup- E 


porting them through the CFTC, was in tan- = 
dem with Malaysia's self-adopted role asa |... 
spokesman for the developing world. = ^. 


For Malaysia's purposes, the Common- A 
wealth, as an international lobby, has had 


a chequered history. In 1963-65 when 
Malaysia and Indonesia were engaged in 
confrontation, Britain spearheaded the cam- 
paign on Malaysia's behalf at the UN, with 
the rest of the Commonwealth members 
standing solidly behind. ~ 

Since then, that solidarity has remained 
largely untested except in the area of trade. 
The Commonwealth preference system for 
trade was abandoned in the 1970s with Bri- 
tain's entry into the EC. In recent years, 
Malaysia has had to look to West Germany 
and the Netherlands, instead of Britain, to 
present its case on palm oil exports to the 
EC. Once the EC becomes a single market in 
1992, it is unlikely that Britain will lobby for 
fellow Commonwealth members. a 


bought and sold on the open market. But it 
can be quite important to the less advanced 
countries, and the richer countries are able 
to sell their services to places where they 
would not otherwise find it very easy to 
make sales. Malaysia, for example, is advis- 
ing Malawi on the manufacture of mosquito 
coils. The Commonwealth provides un- 
paralleled entry into Africa because of the 
goodwill it enjoys there. 

Another benefit of membership is access 
to research and analysis that some members 
cannot afford on their own. The Common- 
wealth can look into anything from the ef- 
fect of economic sanctions on South Africa 
to the effect of a rise in the sea level on mem- 
ber countries worldwide. 

In any case, membership of this club is 
cheap. The total contributions of all mem- 
bers to the secretariat in 1988-89 was only 
£6.8 million. The other prograntmes to- 
gether (dominated by the CFTC) received 
only £25 million. That amount of money di- 
vided among 49 countries (with the re-ag- 
mittance of Pakistan) does not amount to 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 





“The moon phase calender’ 


1735 


BLANCPAIN 





There is sull no Blancpain “collection” as 
such. The same case houses each of the 
six “masterpieces” of the art of watch- 
making developed by Blancpain. 


= Each watch is assembled, polished and 

"AN finished by hand by the individual watch- — | 
SE = maker. | 
S^ 5 : Only about a dozen watches, each indi- : 
So. É vidually signed and numbered, daily | 
S22 8 leave the workshops of Blancpain — the : 
eee oldest watch name not only. in Switzer- — 
Sag P land, but also in the world. | 
| 
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Pakistan regains an 
international forum 


Returnto  . 
the fold 


By Salamat Aliin Islamabad 


akistan’s return to the club in Kuala 
Lumpur after 17 years absence has 
been largely uncontroversial inside 
the country, though the rightwing fun- 
damentalist Jamaat-e-Islami party has op- 
posed it as they do almost anything done by 
Prime Minister Benazir Bhutto's govern- 
ment — forgetting that they equally at- 
tacked her late father for taking Pakistan out 
of the Commonwealth (over its recognition 
of Bangladesh’s independence from Pakis- 
tan) and supported the late president Zia-ul 
Haq's initiation of the move for a return. 

The withdrawal had most impact on the 
Pakistani community in Britain, but Is- 
lamabad encouraged migrants to acquire 
British citizenship by allowing them to hold 
dual nationality. With London helping 
generously in making life easier for its Pak- 
istani community and the old Common- 
wealth privileges gradually withering for 
every former colony, the Pakistani migrants 
became reconciled to the changed status. 

Zia launched a diplomatic initiative to 
seek re-entry for two reasons. First, he 
sought to give an impression of correcting a 
major blunder by Bhutto senior. Second, he 
felt uneasy with rival India operating un- 
challenged on the Commonwealth stage. 
Aware of Zia's discomfiture, India under the 
late prime minister Indira Gandhi, blocked 
every move by him, insisting Pakistan 
should return only under a democratically 
elected government. 

Among the few tangible gains from 
membership will be a slight easing off in 
consular work. Pakistanis will be able to 
go to Britain under a youth programme 
and work there for two years and Pakistani 
students will get a few scholarships in Bri- 
tain and other Commonwealth countries. 
Pakistanis living in Britain will be able to 
vote in British elections and would be eligi- 
ble for police and armed forces recruitment. 

On the diplomatic plane, Islamabad is 
aware that most Commonwealth discus- 
sions end on agreement to disagree on key 
global political issues like Gatt, sanctions 
against South Africa, the Palestinian ques- 
tion and so on. Benazir Bhutto's call for the 
creation of an associdtion of democratic 
countries, supported by some of the EC 
countries and some opinion in the US, is Te e 
garded as somewhat nebulous even here. m* 
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adita aei aian het panana ee rre rur 


he Indian press is always lively and 

will become even livelier as the po- 

litical confrontation hots up (a gen- 

eral election is due probably before 
the end of the year) with heady headlines 
and empurpled prose. Rajiv Gandhi's gov- 
ernment has already been embarrassed by 
various leakages of information in matters 
ranging from the Bofors arms deal to a confi- 
dential report on the assassination of the 
prime minister's mother. Rajiv's cousin and 
former confidant, Arun Nehru, said Rajiv 
himself engineered the latter leak to the 
press and reader B. Sivaram enjoyed the re- 
sulting head in the Indian Express which im- 
plied that the prime minister and his cabinet 
colleagues were committing nuisances in 
the streets: 


Rajiv Govt leakin -— — 
Arun Nehru | 
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Elections were held in the state of Tamil 
Nadu earlier this year, with one of the con- 
tending parties, luxuriating in the acronym 
AIADMK, led by a woman, Jayalalitha. As 
| the Onlooker magazine pointed out, while 
| the other parties issued their manifestos in 
| Tamil only, Jayalalitha published hers in 
| both Tamil and English, and in the latter ver- 
sion promised the moon, as politicians do: 

Our election symbol is the cock . 

which stands triumphantly to eradicate 
pain, to ir^. joy and to give women their 
. We are ready to serve you, do 


Jayalalitha s party would hardly have 
been happy with advertisements for a popu- 
lar Indian insecticide: 


Christine Pemberton, one of the regular 
contributors of items for this column and 
l who is now settled back in India with her 


19 OCTOBER 1989 








DEREK DAVIES 


husband, sent in that, and pointed out that 
some of the most lurid prose in India is the 
work of its textile and garment makers and 
sellers. 

Take this advertisement in an India 
newspaper: 


dad dynamic chil "e 


nrich Jour skill Ml wav 





pupon, go es 


Here is one listing 25 varieties of textiles, 
leaving me largely puzzled about what were 
the i dp on sale: 





yr, IS 


Dress material for marriages. 
i (— From Vanal. 
| BEAUTYDECHINE 
| CATIONIC DOBBY DECHINE | 
i CHINA YORYU 7 
| CRINKLE DE CHINE — | 
\ CRYSTAL DE CHINE 


E Seen t aero dt 


DREAM SILK DYED 
FRENCH YORYU 
DOBBY CRUSH 


Popular pageantry, From Vimal. 


sao gente T a o 
E Mas 


PSP ie eain 
"TA 
ME pull ms 


DELUXE JACQUARD 
DELUXE SILK 
z DOBBY DE CHINE 
2 FAIRLADY 
i FANCY SILK 
FANCY TASPA 5001 
FRENCH DE CHINE 
LUXURY QUEEN 
TOP SILK 
URVASHI 


Fresh arrivals. From Vimal. 
CARDIO COMBI DE CHINE 

~ CATIONIC BROCADE 

| — CHINA DOBBY DYED 

DAZZLING DE CHINE 
And one for some Japan-made manne- 


quins which seemed more appropriate to 
the slave trade: 
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AND NOW! B | y | 
Nand Mehra — 
INVITES YOU TO —— | 
GRAPHIC SERIES. 
M.A.N.N.E.Q.U.EN S: 
OVER SIXTY MODELS OF 
MEN, WOMEN & l 
ARE DISPLAYED! 


The ad copywriters must be ready to sell 
all products and appeal to all customers, 
from the Bombay yuppie to the peasant. A 
flyer distributed in Bihar sang the praises.of 
sets of needles sold together with five sheets 
of paper printed with embroidery designs, 
promising anig results: 

















can pr. washed ‘te 
n sak on. cloth, 159th : 


; T ING YARN INTO 
2] DDLE: eso: uy 
ith soap or wax Then push 
‘the niddle towards top. - 
> piddle; It should be — 
f working the top or - 
't ahead keep your nid- 
tirely and koit as your pic- . 
of pushing the niddle 
our niddle should be 
ad put on the next 
e drawn the 
ar. 


But when all is said and written, it is the 
movie studios that produce the most purple 
prose. The Patriot of New Delhi ran an ad for |^ 
the film Sabotage which promised reactions 
which, if not earth-shaking, were funda- 
mentally moving: 





| AN-EXTREMELY ENJOYABLE FILM FOR YOUNG 
AND OLD THAT WILL SHAKE YOUR BOTTOMS 
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ARE SO UFE-LIKE, YOU |^ 
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ARTS AND S$O6TETY 


INDIA 


Kipling's necropolis of dreadful night celebrates its dubious 300th birthday 


Calcuttan confessions 


ananin Nn AA m mre o quar a 








rm itae aee ih aar ae WN NSE hr ae maa ri ead 


it was inevitable that its year-long 
tercentenary celebrations, which 
opened in August, should have an air of the 
theatrical, with the city cast in the central 
role. The problem — and with Calcutta 
problems are inevitable — is whether the 
play is tragedy or farce, or both. 

According to the officially endorsed 
script, on 24 August 1690, Job Charnock, a 
merchant of the British East India Co. step- 
ped ashore on the muddy banks of the 
Hooghly at "Chuttanuty where we arrived 
about noon, but found the place in a deplor- 
able condition . . . and the rain falling day 
and night." Some 200 years later, Kipling 
noted: “From the noonday halt of Charnock 
grew a city. More's the pity . . ." But for good 
or ill, Kipling’s necropolis of “dreadful 
night” had also emerged as the celebrated 
second city of the empire, cornerstone of the 
power and glory, as well as the shame and 
squalor of the British Raj in India. 

In recent years, Calcutta-bashing — 
along with its equal and opposite reaction, 
Calcutta-boosting — has achieved the status 
of an international free-for-all. While a mot- 
ley chorus, including Rajiv Gandhi and V. S. 
Naipaul, has pronounced on Calcutta's im- 
pending or already accomplished demise, 
advocates ranging from Satyajit Ray to 
Dominique (City of Joy) Lapierre have tes- 
tified that the subject is certainly alive, even 
if more kicked against than kicking. 

It is appropriate, given this propensity 
for controversy, that for its 300th birthday 
Calcutta should present itself with a Pan- 
dora’s box of polemics. The celebrations 
planned by the city’s Marxist-dominated 
Left Front government have been ques- 
tioned on ideological as well as historical 
grounds. What process of dialectical im- 
materialism, ask critics, could justify the de- 
cision to honour as the city’s founding father 
a proclaimed agent of imperialism who was 
accused of mismanagement, theft, brutality 
to Indian prisoners, questionable morals 
and recommended for dismissal by the £ast 
India Co. authorities. 

The Left Front's eagerness to act as Char- 
nock’s comforters is all the more intriguing 
in that hitherto it has shown scant respect 
far Calcutta’s colonial past. Statues and 
other memorials commemorating imperial 
rule have summarily been replaced by revo- 
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lutionary icons and much of the city’s ar- 
chitectural heritage has been bulldozed by 
high-rise opportunism, a fate narrowly es- 
caped by St John’s churchyard in which 
Charnock's neglected tomb is located. — 

Even with the cobwebs dusted off his 
memory, Charnock’s claim to founding 
fame is murky. It was not until 1698, five 
years after Charnock’s death, that the East 
India Co. leased from the zamindari (estate) 
of the Sabårna Roy Choudhuris the three 
villages of Sutanvti (Charnock’s "Chut- 
tanuty”), Govindapur and Kalikata at an an- 
nual rent of Rs 1,195 (US$72). 

Portuguese traders were the first Euro- 
peans in the area, establishing contact with 
the Bengali weavers who were the original 
inhabitants of what was to become Calcutta. 
Armenian merchants also played a part in 
the founding of the city, a claim supported 
by a tombstone dated 1630 in the cemetery 
of the local Armenian church, which, how- 
ever, was not erected till 1724. During the 
course of a series of skirmishes with the 
Mogul governor of Bengal, Sayestha Khan, 





SNDIN3P CLAWS 


Revolution vs the Raj.. 2 


Charnock stopped at Sutanvti first in Oc- 
tober 1686 for several months and then 
again in August 1690. 

Despite the chronological ambiguity this 
raises, Nisith Ranjan Ray, the official histo- 
rian for the tercentenary celebrations, feels 
"there is nothing wrong in treating 1690 as 
the year of establishment . . .*since one can 
get an uninterrupted history of the growth 
of the town from then onwards." 

True to its equivocal origins, Calcutta 

to lead a multiple life reflective of its 
split personality. If in the mid-18th century, 
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that most regal of the Raj's viceroys, Robert 
Clive, was bedazzled by the burgeoning 
“city of palaces,” ripe for plunder, the appal- 
ling conditions of the surrounding “native 
town” represented the darker, disowned 
face of colonialism. Over the next 200 years, 
such schisms were to be ingrained, making 
Calcutta a paradigm of paradox. Contradic- 
tion emerged as the city’s keynote: great 
wealth and abject poverty, reformist zeal 
and callous neglect, intellectual ferment and 
stifling apathy. Calcutta became the crucible 
of the best and worst of the Raj, producing 
an amalgam of which was shaped the coun- 
try’s colonial legacy, a patrimony of debata- 
ble worth. 

What Bengal does today, the rest of In- 
dia will do tomorrow, proclaimed Gopal 
Krishna Gokhale. That remark of the emi- 
nent Marathi social reformer and nationalist 
was to prove prophetically right, though not 
quite in the way he meantit. In the mid-19th 
century, the friction between Western ideas 
and a rooted tradition was to light the spark 
of the Bengal Renaissance, whose torch- 
bearers included eclectic thinkers like Raja 
Rammohan Roy, founder of the Hindu-Pro- 
testant Brahmo Samaj movement, his disci- 
ple Keshab Chandra Sen, and the 
educationist Ishwar Chandra Vidyasagar. 


abindranath Tagore, India’s only 
Nobel laureate in literature, was a 
product of this cultural cross-fer- 
tilisation, as was W. C. Bonnerjee, 
who, with Alan Octavian Hume, formed 
the Indian National Congress in 1885, thus 
sowing the early seeds of the modern Indian 
polity that in many ways continues to bea 
misadventure in two worlds, indigenous 
and borrowed. 

The tremors of revolutionary intent that 
Bengal periodically experienced owed some 
of their fervour to an intimacy between the 
once and future rulers, a link that 40 years 
later was recognised by Ashok Mitra, then 
finance minister in the state’s Left Front 
ministry, who with conscious irony con- 
fided to a visiting journalist that the last En- 
glishman left was the Bengali. Local resi- 
dents with an eye for architecture, if not for 
irony, take persistent pride in pointing out 
that the governor's residence, built in 1803 
as “the finest Government House . . . in the 
world,” bears a striking fesemblance to Ked- 
leston Hall, Derbyshire. 

Even after the capital was shifted to Delhi . 
in 1912, Calcutta continued to be the central 
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jewel in the crown of British India. With its 
hinterland rich in tea, jute and coal, the city 
was the Mecca of the "boxwallah," the mer- 
cantile executive who replaced the bureau- 
crat as the arbiter of Calcutta’s fortunes, 
social as well as economic. Institutions like 
the "300 Club," which in exclusiveness up- 
staged London's "400 Club," were the land- 
marks of an oasis of affluence which greeted 
the man-made famine of 1943 with mild sur- 
prise when skeletal peasants crawled in 
from the starving countryside to die on the 
streets outside the display windows. 

The impact of independence — and the 
concommitant trauma of Partition — was to 


The final word in urban blight... 


be less evanescent. With the creation of East 
Pakistan, refugee Hindus swamped Cal- 
cutta, a human deluge that recurred 25 years 
later with the violent birth of Bangladesh. 
The great metropolis proved a specious 
sanctuary, the inexorable silting up of the 
Hooghly corresponding with the stagnation 
of undermined industries jettisoned by the 
British. 

While the poet Jibanananda Das com- 
pared his beloved city to a dying prostitute, 
Calcutta by default had passed into the 
entrepreneurial keeping of others, most 
conspicuously the migrant Marwari busi- 
ness community of northwestern India. 
Growing labour militancy engendered a 
flight of capital, a retreat that became a rout 
in the face of the ultra leftwing Naxalites 
who rose in dubious battle against en- 
trenched exploitation in the late 1960s. Al- 
though shortlived, the Naxalite movement 
sounded the first of the many death knells 
that have been tolled for the city since. 

Stung by charges of the "stepmotherly" 
treatment meted out by India's central gov- 
ernment and by the city's enduring airs of 
cultural and intellectual superiority, some 
have suggested that what might be killing 
Calcutta is Calcutta itself. It is a teeming 
human ant hill of 12 million of whom more 
than 20% lack access to basic civic amenities. 
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It is a toxic dumping ground daily smoth- 
ered in 900 tonnes of air-borne pollutants 
and 300 tonnes of garbage. It is a noisome 
labyrinth, plunged into darkness by regular 
and prolonged power breakdowns, whose 
congested roads constitute a mere 6% of the 
total surface area and become impassably 
waterlogged during the monsoons, owing 
to a drainage system virtually unchanged 
since 1911. Summed up in such statistics, 
Calcutta could safely be reduced to defini- 
tion: the final word in urban blight; city with 
a past but no future. 

However, the controversies clouding 
Calcutta's tercentenary suggest that the 
city’s past might be as much a matter of 
doubt as its future. Appropriately enough, 
there was an other-worldly aura about the 
inaugural function in which Chief Minister 
Jyoti Basu and Mayor Kamal Basu, accom- 
pained by select bhadralok (gentlefolk) done 
up in Indian and Western peri costume, 
enjoyed a ceremonial ride in a horse-drawn 
tram car, an apt symbol for a city sidetracked 
by its own history. 


ven as the official "theme paper" 
for the 300th anniversary was 
made public, the various agencies 
entrusted with implementation 
were making "frantic efforts" to find loca- 
tions to “fit in with the celebration." Shortly 
before the announcement of the child im- 
munisation programme, 26 infants died as a 
result of an infection contracted in an un- 
sanitary and appallingly overcrowded state- 
run city hospital, causing the health minister 
to confess that he was "helpless." The 
health and slum improvement programmes 
are being funded largely by a huge aid pac- 
kage offered by the British Overseas Deve- 
lopment Agency. However, it has been 
made clear that the aid was meant for “per- 
manent urban development schemes and 
not for a mere face-lift.” 

Many feel that what Calcutta is getting 
for its 300th birthday does not amount even 
to a face-lift, being no more than a cosmetic 
cover-up: 19 parks to be beautified; a new 
auditorium built; city archives and a library 
to be established in the Town Hall. "It's like 
offering a band-aid to a terminal case,” com- 
ments a critic. 

Others contend that the city is beyond 
help, thanks largely to an apathy reinforced 
by a habit of seeking scapegoats rather than 
solutions. Countering the mayor's claim 
that Rs 18 billion is needed for the rejuvena- 
tion, it has been pointed out that all too often 
World Bank and other loans lapse under- 
utilised. The much-needed second bridge 
across the Hooghly remains incomplete, for 
instance, even though work on it began over 
10 years ago. Construction has been paralys- 
ed by a centre-state deadlock over who 
should bear the brunt of cost overruns. 

On the other hand, Calcutta’s Metro — 
the first underground rail system in the Sub- 
continent — is almost uncannily clean and 
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efficient, particularly in contrast to the chaos 
above ground and despite the dire predic- 
tions made at its inception. The success of 
the Metro vindicates the argument that the 
city needs totems, not taboos, to help it re- 
claim its lost belief in itself. 

There is another familiar refrain: forget 
the power cuts and squalour, ignore the 
potholes and dead telephones. It is people 
that count, and Calcutta — first, last and al- 
ways — is people. To hear Calcuttans talk, 
their city of 12 million abounds with undis- 
covered Satyajit Rays, unsung Mother 
Teresas, latter-day Tagores born to verse un- 
seen. Calcutta is all heart, all soul — and 
never mind the trimmings. 

While more conventional communities 
might flaunt their clean streets and pretty 
parks, Calcuttans take pride instead in the 
ordeals their city subjects them to and which 
contribute a major topic of conversation at 
the daily adda sessions (informal get-to- 
gethers) that form an essential part of mid- 
dle-class Calcutta life, 

Survival against the odds is the badge of 
the Calcutta tribe, a proud emblem perhaps 
best summed up in the macabre half jest that 
only two things will come through the nu- 
dear holocaust: the cockroach and the Cal- 
cuttan — and not necessarily in that order. 
Calcuttans carry Calcutta with them wher- 
ever they go, a movable feast that can be 
savoured from afar and long after the event 
by summoning up a burp of memory. Cal- 
cuttans are forever chewing the cud about 
their city whenever and wherever they meet 





:». Calcutta lives on in Calcutta. 


— à point that has prompted the observa- 
tion that Calcutta is not so much a state of 
mined as a spate of words, a flow likely to be 
stimulated rather than interrupted by the 
hiccup of a tricentenary that might*or might 
not be. 

Tagore, as always, has the last word. 
^A sudden noise, my dream is brokeg. 
And I find Calcutta lives on in Calcutta 
itself...” = 
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IMMIGRANTS 


Indians abroad decide to document their diaspora 


A great Indian wave 


By Rahul Singh in New York 


ust about everyone is familiar with the 

Chinese diaspora, that grand dispersal 

of coolies and traders and more recently 

idents. But mention Indians abroad, 
and chances are you will draw a blank since 
scant are the books or scholars investigating 
the whys and wherefores of Indians who 
left their motherland. 

That may change a bit if a metallurgist 
who hails from Jaipur has his way. Thomas 
Abreham, now living in the US, came up 
with the idea of a great gathering of the clan 
of overseas Indians as the first step in docu- 
menting their diaspora. The first of what 
Abreham hopes will be many such 
gatherings was held recently in Man- 
hattan. It gave itself the title, “The 
First Global Convention of People of 
Indian Origin,” and it drew some 
3,000 delegates from 35 countries. 

Abreham, one of the 750,000 
people of Indian origin in the US, 
says he felt that comparing notes 
with other overseas Indians would 
be both interesting to participants 
and historically useful. 

It is no accident that it was an In- 
dian living in the US who dreamed 
up the idea of the convention. There 
is something about being an immi- 
grant in the US, or even the child or 
grandchild of immigrants, that often 
leads to talk of ethnic consciousness 
and cultural identity. Perhaps their 
very success, the possibility of as- 
similating and being accepted as an 
American, sparks a preoccupation 
among immigrants with their cul- 
tural and ethnic heritage. Abreham, for in- 
stance, says that despite his exemplary posi- 
tion in the top economic bracket and in his 
profession, he feels adrift culturally. Like 
Chinese-Americans before them, it will 
most likely be Indian-Americans who, in the 
pursuit of their roots, do the most to docu- 
ment the Indian diaspora. 

Overseas Indians now live in some 80 
countries and have little in common besides 
a vague cultural heritage. After overseas 
Chinese, the estimated 12-15 million Indians 
comprise the largest ethnic group abréad. 
The largest numbers of overseas Indians can 
be found in Southeast Asia, Britain, North 
America, east and South Africa, the Gulf 
countries, the West Indies (including 
Geryana and Surinam) and certain island na- 
tions such as Fiji, Mauritius and Sri Lanka. 

Indian emigration goes back to the fifth 


Nuturing their Indian 


and sixth centuries, when emigres from 
southern India sailed to Southeast Asia. Vir- 
tually the whole of Indonesia came under 
Hindu and then Buddhist influence (the an- 
cient Hindu epic, the Ramayana, still in- 
spires Indonesian dance and art forms) and 
the island of Bali is Hindu to this day. The 
temple of Borobudur is a magnificent tes- 
timony to the Indian cultural diaspora, as 
are the famed temples of Angkor Wat. 

The second great wave of Indian migra- 
tion began early in the 19th century and 
coincided With the abolition of slavery. 
Cheap labour was needed to replace the 
African slaves in the sugar and rubber plant- 
ations in places like Guyana, Trinidad, 





roots in the US. 
Surinam, Fiji, Mauritius and Malaya and 
they came in the form of “indentured la- 
bour.” Africa, too, was being opened up 
and Indians were recruited to work on the 
railways, in road-building and as petty trad- 
ers. It is not widely recognised that Indians 
opened up much of the interior of British- 
ruled Africa. “The African’s first contact 
with an outsider was usually an Indian 
shopkeeper or trader, not an English 
explorer,” says Sookh Lal, who teaches in 
South Africa. 

Lastly, there has been the third wave in 
the modern period. It has consisted largely 
of educated and technically qualified people 
who migrated mainly to the West. Their 
path was aided by a liberalisation of the im- 
migration laws in countries stich as the US 
and Canada. "The 1965 US Immigration 
Law opened the floodgates to Indian profes- 
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sionals,” said Nathan Glazer, an authority 
on Indian migration who was one of main 
speakers at the convention. “Around half of 
the Indians who now live in the US have 
come in the last 20 years. Many of them 
came with the intention of making money 
and then returning to India. But most of 
them have stayed on and probably will 
never return." 

This, in fact, is at the heart of the di- 
lemma of many overseas Indians in the US. 
They have become successful but because 
many resist assimilation by clinging on to 
their traditions, they have remained outsid- 
ers and are not yet fully socially acceptable. 
"And they cannot somehow allow their 
children to become Americanised," adds 
Brijendra Behari Lal, who has lived in the US 
for 39 years and hosts a popular radio pro- 
gramme. “The children are made to perform 
havans (Hindu religious ceremonies) at 
home and then slip out to go to discotheque 
at night." Dating, in particular, is frowned 
upon by Indian parents who were mostly 
brought up in a conservative fashion and, by 
and large, accepted arranged mar- 
riages. 

"Many of them don't like the way 
their teenaged children are accepting 
Western ways,” says Maonulik 
Shankur, who is doing her thesis on 
Indians living in the New York 
borough of Queens. She spoke to an 
anguished mother whose daughter 
wanted to live on her own. She 
quotes the mother as saying: "When 
we came here all that we thought of 
was our material well-being; we 
didn't think of our children. They are 
the ones who will suffer because of 
our selfishness." 

Anguish of a different kind was 
expressed by delegates representing 
those countries where Indians form a 
majority, or close to a majority, of the 
population yet do not exercise com- 
mensurate political power. These in- 
clude countries such as Guyana (5575 
of the population is of Indian origin), 
Fiji (about half of Indian origin), Surinam 
and Trinidad. In Fiji, a 1987 military coup 
toppled an elected multi-racial government 
in which ethnic Indians comprised half the 
cabinet. 

Even the status of Indians in Hongkong 
drew attention at the convention. After 
1997, when Hongkong reverts to Chinese 
sovereignty, some Indians will be rendered 
stateless unless Britain grants them right of 
abode. 

For a week the delegates carried on in 
this vein, debating the pros and cons of as- 
similation and the complexities of ethnic 
politics. They made plans to create a per- 
manent secretariat for overseas Indians 
and agreed to hold afother convention. 
Then, these delegates who are part of the In- 
dian diaspora, returned to their adopted 
homes. Li 
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The worst of both worlds 


More Like Us by James Fallows. Houghton 
Mifflin, Boston. US$18.95. 

When the Machine Stopped by Max 
Holland. Harvard Business School Press, Boston. 
LIS$22.95. 


In that classic scene in the film Casablanca, 
Claude Rains enters Rick's Cafe, looks 
around and exclaims with mock innocence: 
"I'm shocked, shocked, to find gambling in 
this establishment," as an employee walks 
up to him and says matter-of-factly: "Your 
winnings, sir." 

It is difficult not to view in a similar vein 
the revelations of the booming, "Japan-is- 
different" industry. Author after author 
seems "shocked, shocked" to discover that 
Japan is not America, East. Nonetheless, 
what has been dubbed the "revisionist" 
school of thought on Japan has become a 
trendy source of current conventional 
wisdom in the US. This school argues that 
Japanese capitalism is different from the 
brand practised in the US, plays by neo- 
mercantilist rules, and pursues a kind of 
collectivist course aimed at enhancing the 
greater glory of Japan rather than furthering 





free trade or the interests of the Japanese 
consumer. 

While there are different conclusions as 
to what this means for the world economy 
in general and the US in particular, the idea 
that a system of managed trade is best suited 
to dealing with this reality is fast gaining 
adherents in many cirdes. 

The intellectual basis of the current 
critique of Japan goes back at least to Chal- 
mers Johnson's 1982 book, Miti and the Japan- 
ese Miracle. This developed the theory 
that Japan was a "capitalist development 
state" (a label equally applied to Singapore, 
South Korea, Hongkong and Taiwan). The 
argument has been updated by former US 
trade negotiator Clyde Prestowitz in his 
book Trading Places (REVIEW, 16 Feb.) and 
Karel van Wolferen in his The Enigma of Ja- 
panese Power (REVIEW, 15 June) — in the latter 
case with several new twists added. 

James Fallows, who admits to borrowing 
liberally from these efforts, has become an 
adherent of the thesis, and has popularised 
it in a provocative essay in the Atlantic 
Monthly entitled "Containing Japan" and 
now in More Like Us. 


A GLORIOUS BEGINNING 


The day will start on a high note with 
breakfast overlooking the early morning 
bustle of Victoria Harbour. 

Great views, however, will be only one of 
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Play it again, Uncle Sam. 


Fallows’ book is neither a rigorous 
critique of the Japanese system nor of US 
economic policies. Rather, it is a curious mix 
of anecdotal, philosophical, and socio- 
cultural reflection on the strengths and 
weaknesses of America as a culture and so- 
ciety. While not a comparative analysis 
of the US and Japan, the book is obviously 
animated by the US vs Japan issue. Dis- 
tinguishing the US from Japan is a cen- 
tral theme of the book; indeed, the book 





($i) HOSPITALITY 


NEW WORLD 
HARBOUR VIEW 
HONG KQNG 


e I N TERNATIONAL 


NEW WORLD HARBOUR VIEW: | HARBOUR ROAD. WANCHAI. HONG KONG TEL 5-866228 FAX: 5-8663388 TLX- 68067 NWHVH HX 


REGIONAL SALES AND RESERVATION OFFICE: 16/F NEW WORLD OFFICE BUILDING 
FAX: 5721074) TLX: 48153 NWRGL HX SINGAPORE: 


RELIANCE TRAVEL TEL 532-2222 FAX: 5334-3671. MALAYSIA: 


, EAST WING, 24 SALISBURY ROAD. TSIMSHATSUI, KOWLOON, HONG KONG TEL: 32244622 
RELIANCE 


SHIPPING & TRAVEL TEL. 248-6022 FAX: (3) 241-8480 


THAILAND: ROCNGSARP TRAVEL SERVICE CO LTD TEL: 224-0039 FAX: 224-8057 PHILIPPINES: UNI-ORIENT TRAVEL INC TEL 47-20-71 FAX. 48-91-15 WORLDWIDE: Urell International 





Thi 5 advertisement appears asamatterofrecordonly — —— — 


P 2 S Du Pont and Fuji - Qu S 
I E. É 2 E n it this c fo s s-bor der acq u i s siti o n E | 3 : : z l 





.— October, 1989 ei | 





is in essence an embrace of "American ex- 
ceptionalism," a celebration of the American 

In analysing Japan's cultural traits, Fal- 
lows argues: "Japan has two cultural advan- 
tages America can't match: a concept of ra- 
cial unity and a tradition of effort for its own 


sake." Japan's cultural traits work for Japan, 
he argues, because they succeed in match- - 


ing individual self-interest with the collec- 
tive good. He makes the cultural relativist ar- 
gument that it would be wrong for the US to 
imitate Japan, not because Japan's cultural 
norms are good or bad, but because the US 
is not and cannot be Japan. 

Instead, he argues that the US' strength 
lies in all those mythic qualities that com- 
prise the American Dream — the nation’s 
openness, dass mobility, flexibility, the 
sense that anything is possible. That 
strength, for Fallows, is the embodiment 
of Joseph Schumpeter’s notion of “creative 
destruction." The unlimited possibilities 
open to wave after wave of immigrants, the 
elasticity of class boundaries, the constant 
re-inventing of the culture and self — all 
. this, for Fallows, is the stuff that makes 
America work and assures it of a competi- 
tive future. 

Much of the book is a well-argued and 
eminently rational critique of the extent to 
Which the US has veered from those 
traditional virtues and become, in its own 
way, a somewhat Confucian-like society. 
Fallows shows how far American society is 
defined and measured by tests (IQ, SAT, 
MBA), and by pedigrees (school degrees, 
licensing requirements, and other status- 
creating measures). These paper qualifica- 
tions are necessary to an individual's ad- 
vancement, but they are often little related 
to how well he does his job. Class-oriented 
rigidities that impede individuals from 
demonstrating their talent, the argument 
goes, sap the country of a source of its 
strength. 

Fallows' critique of some of the con- 
temporary rigidities of American society is 
impressive as far as it goes. But it still does 
not explain the insularity of mainstream 
business practices that has detracted from 
American competitiveness over the past 
generation, or the incredible decline in edu- 
cation standards which has led Japan- 
ese executives not infrequently to hire 
Americans with post-graduate degrees in 
their US operations for jobs which in Japan 
would go to high school graduates. 

Moreover, one senses in Fallows' logic a 
certain nostalgia for the idealised American 
past. After all, it was to a large extent the 
continually expanding Frontier which 
created the endless possibilities for wave 
after wave of immigrants, and the national 
psychology of the Frontier which fostered 
the Horatio Alger mythology — and imbued 
it with some reality. With the possible excep- 
tion of outer space, few such frontiers exist 
today. Not surprisingly, American society 
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And never the twain shall meet. 


has over the years become more re- 
gimented, though still far less so than most 
others. 

As a piece of social criticism, More Like Us 
is a welcome and useful contribution. As 
an answer to the US vs Japan debate (admit- 
tedly, not the author's intention), however, 
it leaves something to be desired. 

In many ways, Max Holland's When the 
Machine Stopped, the more compelling of the 
two books under review, dramatises Fal- 
lows' points about the US' traditional 
sources of strength and current dilemmas. 
Micro rather than macro in scope, Holland's 
book is a beautifully told saga of "only-in- 
America" industrial entrepreneurship, a 
larger-than-life case study of Burg Tools 
(later Burgmeister), the firm which became 
a subsidiary of Houdaille Industries via 
merger and acquisition, a development 
which ultimately led to its demise. 

It is a Horatio Alger-like tale of a Jewish 
immigrant, who in the 1940s, at middle age, 
changed careers to pursue a passion of his 
youth. He built up a machine tool business 








in his garage and turned it into one of the — 
US' leading manufacturers. 
So successful was Fred Burg that he - 
caught the attention of Houdaille, the — 
conglomerate which eventually acquired - 
the firm. The Burgmeister story in itself isa 
fascinating slice of Americana, and thebook 
reads like a novel. But what makes ita - 
particularly important story is the Houdaille - 
connection. The Houdaile case was a - 
landmark trade policy affair in the early | 
1980s, one in which novel legal means were . 
pursued to challenge Japanese industrial - 
policy. Although president Reagan | 
ultimately turned the case down (after direct 
intervention by the then prime minister 
Nakasone), the Houdaille affair was an 


important catalyst to changes in US trade 


law and approach. The emphasis on 
“reciprocity” now manifested in "Super 
301" efforts is in no small sense the child of 
the Houdaille case, 

Holland clearly sees the larger implica- 
tions of his remarkable story. For Holland, 
the story of Burgmeister and Houdaille is 
the story of how American industry came to 
be dominated by MBAs and "managerial- 
ism," and how the quarterly balance-sheet 
imperative supplanted the innovative, risk- 
taking entrepreneur. 

And whatever sins Japan may be guilty 
of — and Holland offers a clear-headed 
analysis of Miti's role in the rise of Japan's 
machine tool industry — the book seems 
more like an indictment, albeit largely anec- 
dotal in nature, of US business culture. It 
provides an object lesson of the pitfalls of 
what US Office of Management and Budget 
Director Richard Darman recently bemoan- 
ed in a speech as the "now-nowism," the 
need for immediate gratification that is 
plaguing American society. 

iai Robert Manning 


———————————————— 
Betwixt and between 
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The Trotter Nama by I. Allan Sealy. Viking, 
London. £12.95 (US$21). 
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pee," oreven "England's hostages to India." 
The Europeans sneezed at them, while "the 
Indians," writes I. Allan Sealy, "did not hide 
their puzzlement at the sight of a dark skin- 
ned woman in white dress.^ Once they 
Were a prestigious and prosperous com- 
munity; now they face unemployment and 
poverty. 

Sealy, himSelf an Anglo-Indian, portrays 
them in a novel written in the tradition 
of Namas, or chronicles. The story spans 
200 years and seven generations, and de- 
scribes the triumphs and tribulations of an 
Anglo-Indian clan from its founding in the 


FAR EASTERN ECONOMIC REVIEW 


18th century by a French mercenary officer 
to its shrunken present. The story is nar- 
rated by a seventh-generation Trotter, 
Eugene, a painter and a forger of minia- 
tures, who tells us not so much what really 
happened as how he would like it to have 
happened. 

The decline of the great family is colour- 
fully charted. As the years pass their grand- 
eur fades, their properties are flooded, their 
chateau (named Sans Souci) is turned into a 
bad hotel, their fortune dwindles, and the 
family members themselves are scattered 
while still trying to cling*to their Anglo- 
Indian identity. It is a rich account? though 
here and there the writing feels contrived. 
Interspersed are caustic comments'on war, 
pride, cultural disharmony, profligacy armi 
the slavish aping of the West. 

E K. Kunhikrishnan 
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BUSINESS AFFAIRS 





Aquuno s fiercest critic has quietly assembled an empire 


INVESTMENT 


Enrile's conglomerate 


By Rigoberto Tiglaoi in ı Manila 


hilippine opposition senator Juan 
Ponce Enrile has been the harshest 
critic of the Aquino administration 
since he broke away from her gov- 
ernment in November 1986. But he has little 
to complain about as far as Manila's busi- 
ness environment is concerned. Since 1986, 
his family holding company, Jaka Invest- 
ments Corp., 73% owned by Enrile and his 
wife Cristina, has been one of the fastest- 
growing business groups in the country. 
The growth of Enrile's Jaka Investments 
under the Aquino regime — and the similar 
continued expansion of enterprises owned 
by former Marcos cronies such as Lucio Tan, 
Geronimo Velasco, Jose Campos and An- 
tonio Floirendo — highlight the informal po- 
litical-business coalition that has helped to 
stabilise the Philippines' volatile politics. 
Jaka Investments (named after Enrile's 
son Juan Ponce "Jackie" Enrile, Jr and his 
daughter Katrina) could soon join the élite 
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family corporations in the country. Research 
by the REVIEW shows it now controls directly 
or indirectly through 12 subsidiaries and af- 
filiates at least P2 billion (US$92.6 million) of 
assets. This corporate empire makes the op- 
position SPRO the richest legislator iit the 
country. 

Enrilé TOME to the Senate in April that 
he and his wife's net worth as of end-1988 
amounted to P45 million. This appears to be 
an the low side, considering that Jaka In- 
vestments’ shareholders’ equity totalled 
P405 million. Enrile's Senate report placed a 
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value of only P18 million on the Jaka stake. 

Enrile did not respond to repeated re- 
quests made through his public relations 
officer, Leonie Pagulayan, for an interview 
on his personal holdings, while Enrile's son 
Jackie issued a statement through his secret- 
ary that "it is their policy not to give inter- 
views regarding their family business." 

Nevertheless, it is possible to trace the 
firm's development. Jaka Investments 
Corp. was &rganised in 1974, at a time when 
Enrile, as defence secretary, was still a fav- 
ourite of then president Marcos. Marcos had 
recruited him from a corporate law practice, 
first to head the Bureau of Customs and 
then as Justice Secretary. Jaka was set up by 
lawyers of the powerful law firm Angara, 
Concepcion, Cruz, Regala and Abello, 
which currently includes Aquino support- 
ers such as Sen. Edgardo Angara, who was 
the firm's president in 1977, and Aquino la- 
bour secretary Franklin Drilon, one of its 
founder members. 

Jaka's growth has been spectacular. In 
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1974, ithad a paid-up capital of only P200,000 
— by 1984 its assets amounted to P485 mil- 
lion, making it one of the 200 biggest firms in 
the country. The firm has clearly prospered 

in the Philippines’ three-year recovery: in 
March, it raised its authorised capital from 
P150 million to P500 million, with a 64% 
stock dividend worth P90 mfillion expand- 
ing its paid-up capital to P240 million. 

Jaka Investments' prime holdings now 
include: 
> A 35% stake in the country's largest 
glass-manufacturing firm, pene Glass 
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Corp., majority controlled by former Marcos 
energy minister Geronimo Velasco. This is 
undertaking a P3 billion joint venture with 
the Japanese Asahi Glass Corp. — the big- 
gest industrial undertaking made under the 
Aquino administration (REVIEW, 28 Sept.); 
» The Royal and Eurasia match-manu- 
facturing companies which share a 
stranglehold on the match industry with the 
Swedish-owned Phimco Industries; 

> A strategic presence in the coconut in- 
dustry. Holdings include Cocoland Deve- 
lopment Corp., which produces hybrid 
coconut seedlings that would be crucial for 
the replanting programme for the country's 
ageing coconut trees; the desiccated coconut 
manufacturers Lucena Desiccated Corp., 
which in December 1988 bought the plant 
of Red V Coconut Products for 298 million; 
New Sunripe Coconut Products, which 
dominates the industry together with the 
foreign firms Franklin Baker Co. and Peter 
Paul Philippines Corp.; 

> A major stake in the logging industry, in- 
volving San Jose Timber Corp. (and the 
smaller Dolores Timber Corp.), which ac- 
quired a timber licence for 95,770 ha in 
Northern Samar in 1982, and Casilayan 
Softwood Development Corp. which the 
Marcos government in 1984 gave 25-year 
lease for 5,000 ha of forest land to be used as 
a matchwood plantation. 

P» Aggressive real estate and construction 
investments undertaken with subsidiary 
Sigma Investments, which in the past sev- 
eral months, scooped up prime buildings in 
Makati. These include the Elizalde Building, 
later renamed the Eurasia Building, pur- 
chased last November for P72 million from 
family companies of Fred Elizalde. Jaka sub- 
sidiary Royal Match in August bought the 
14-storey Cibeles Building for P200 million 
from Benigno Toda, the founder of Philip- 
pine Airlines. Both buildings are in prestigi- 
ous Ayala Avenue. Sigma Investments, 
headed by Enrile’s daughter Katrina, is also 
constructing a luxury residential condo- 
minium called Splendido Gardens, in Sal- 
cedo Village, Makati. 

The structure of Enrile's business in- 
terests has tended to understate their size. 
Most of the interests are held in subsidiary 
companies of Jaka Investments, which itself 
is considerably undercapitalised relative to 
the value of assets controlled. The owner- 
ship structure of Jaka, which maintains tight 
control of its subsidiaries, is also unusual. ẹ 
Most Filipino family corporations share 
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holdings among the founders’ children. But | 


Enrile's two children, Jackie and Katrina — 
who run Jaka on a day-to-day basis — have a 
nominal holding of only one share each in 
the holding company. Meanwhile Juan and 
Cristina Enrile hold ‘73.3% of Jaka's stock, 
with the senator owning 35.6% while Cris- 
tina, who is chairman of Jaka Investments 
and all of its subsidiaries, has 37.396. 

The remaining 26.7% has been owned 
since 1977 by the Hongkong-based Ener- 
prim International. Jaka's corporate files at 
the Philippine Securities and Exchange 
Commission (SEC) contain no reference to 
the investment made some time in 1977 by 
Enerprim International. However, an Au- 
gust 1977 letter from Jaka's lawyers explains 
that the company's by-laws had been al- 
tered, to allow the company to enter joint 
ventures with "some foreign investors." 


he only reference in the SEC files to 

the Hongkong firm's owners was a 

1982 resolution of Enerprim's 

board — representing Valday Co. 
5. A. and Lire International — au- 
thorising Jaka to convert its accrued di- 
vidends to stockholding. The company was 
represented by the Hongkong-based Com- 
pany Registration Services. 

A search of the Hongkong companies 
registry shows that Valday, which is be- 
lieved to be based in Panama, holds 99,998 
of Enerprim International's 100,000 HK$1 
shares, while Macau-based Lire Interna- 
tional and Co. Registration Services each 
hold one share. The shareholders are also 
directors. 

The growth of Enerprim's holdings in 
Jaka Investments has been effected by con- 
verting accrued dividends payable into Jaka 
stock, which for the period 1978-82 
amounted to 23.6 million. Jaka Invest- 
ments’ board — on which Enerprim is not 
represented — apparently has been careful 
not to dilute Enerprim's stockholding 
through the years. Every time Jaka in- 
creased its capital, it applied the dividends 
due to Enerprim to new stock subscriptions 
by the Hongkong firm. 

Jaka Investments has been the Enriles’ 
corporate vehicle for investments in both 
listed and unlisted firms. By 1985, it already 
had a stable of about 14 affiliated firms, the 
biggest of which was New Sunripe Pro- 
ducts. Jaka also had several small firms such 
as Eurasia Builders; Lady 44 Corp.; Nobel 
Philippines (an explosives manufacturing 
joint venture with Republic Glass); Crismida 
Realty; and Sigma Securities Services. 

However, the investments that have 
really swelled the firm's coffers, with the 
stockmarket boom after February 1986 and 
the overall economic expansion, were its 
stockholdings in listed firms such as Repub- 
lic Glass Corp., Sime Darby, Philippine 
Long Distance Telephone Co., Atlas Con- 
solidated Mining and Development Corp., 
and Ayala Corp. In 1987, for example, it 
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made P13 million solely from the sale of sec- 
urities. 

By 1985, Jaka Investments Had also de- 
veloped a keen business sense in putting its 
money in premier firms such as Philippine 
Global Communications and Far East Bank 
and Trust Co. With the Philippines’ eco- 
nomic expansion, in 1987 dividends from 
such firms flooded it with revenues amount- 
ing to P44 million — including those from 
Jaka's subsidiaries. 

Mimicking the practice of family-run 
firms such as those of the Sorianos, Jaka In- 
vestments has generated a good chunk of 
its revenues from management and con- 
sultancy fees paid by its affiliates — in 
1988 these revenues amounted to P35.8 
million. 

These profits have recently financed the 
group's purchases of prime real estate in the 
Makati area. Jaka Investments' increase in 
capitalisation in March signals a consolida- 














tion period that would prepare it for much... 
more aggressive expansion. xt 

One cloud over Enrile's empire is a case _ 
pending in the anti-corruption court, or San-. - 
diganbayan. The former Marcos minister, 
together with 61 others, isaccused ofimprop-. 
er activities relating to his involvement in - 
the Marcos era coconut monopoly, which . 
was headed by former Marocs crony 
Eduardo Cojuangco. However, the senator 
has filed a counter-suit against the Presiden- > 
tial Commission on Good Government, and 
the case seems to be stalled, with no hear- - 
ings even scheduled by the special court. i 

Together with Eduardo Cojuangco, En- 





tile played a key role in organising the 
coconut monopoly, which was financed ^. 
through a levy imposed on copra sales © 
(REVIEW, 8 Jan. '82). From the late 1970s to = 
the early 1980s, he was chairman of both the =- 
Philippines Coconut Authority, which insti- -< 
tuted the regulations that made the levy. 
possible, and the United Coconut Planters ^. 


Bank (with Cojuangco as president) in 
which the fund collections were gathered. ——.. 
Total levy collections from 1975 to 1983... 
amounted to P9 billion. | 

Enrile was also honorary chairman of the 


Philippines Coconut Producers Federation . 


(Cocofed), which the Aquino government 
has alleged functioned as a smokescreen for. 
what was essentially a monopoly controlled 
by Cojuangco. The shares of the bank have 
been sequestered by the government since 
February 1986. A search by the banks' new 
managers confirmed that 17.7% of the 
banks' shares were held by four Cojuangco 
firms, with 51.676 dispersed among the 
thousands of farmer and trader stockbrok- 
ers. The study found that Jaka Investments 
held 1.8% of the bank's shares. n 





POLICIES 


Pakistan aims to revive its long-suffering private sector 


Bhutto’s helping hand | 
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to play. 

Unlike her father's socialist government, 
Prime Minister Benazir Bhutto's administra- 
tion is generating opportunities for private 
business, and private enterprise is no longer 
a dirty word. The government wants private 
business to relieve it of the burden of run- 
ning almost 80% of Pakistan's industry, 
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leaving the government free to develop the 
supporting infrastructure. 

It has already decided to privatise several 
state-owned groups over the next four 
years, including Habib Bank, Pakistan Inter- 
national Airlines and Pakistan Standard Oil 
(Review, 5 Oct. '89), though it will retain 
control of strategically important enter- 
prises. A 
Fer adversaries allege that by establish- 


ing links between government and indus- - : 
try, Bhutto is trying tocreatealobbfofbusi- — 
ness loyalists. Certainly, the business com- . 


munity has liked some of the steps*she has 
taken. For example, Pakistan has decided 


to create a new regional stock exchange in Is- 


lamabad; the investment promotion bureau 
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BUSINESS AFF Ad RS 


' has been restructured; and businessmen are 
-included in the teams which accompany the 
prime minister on foreign tours. 
. . Although Bhutto's reform efforts are lim- 
. ited by Pakistan's hung parliament, the do- 
 minant role of the state inherited from Zia-ul 
Haq allows ample scope for encouraging 
business. Since almost every major industri- 
. al venture requires permission from the gov- 


ernment, its attitude towards the private 


. sector is crucial. The government provides 
.. bank loans; is a source of foreign exchange 
through the foreign loans it contracts; offers 
_. tax concessions and grants approval for for- 
. eign collaborations. 

Recently, the government decided to 
open even the defence industry to private 
investment, and private business has been 
told it could seek foreign collaboration to 
manufacture radar, tanks, helicopters and 
armaments not being made by state-owned 
. factories. 

But despite official encouragement, in- 
dustrialists face formidable obstacles includ- 
ing: the exorbitant cost of capital; low capa- 
city utilisation; depressed productivity; the 
uneconomic scale of industry; the excessive 
prices of essential inputs, and high indirect 
taxation. 


oreover, it is still not wise for busi- 

nessmen to flaunt success, and the 

private sector is as secretive as pos- 
sible. It is widely believed that the new gov- 
ernment will not easily forgive those who 
prospered too immoderately under Zia. 
Quite apart from political considerations, 
Karachi is not the sort of place where it pays 
to be rich — businessmen and their relatives 
are popular kidnap targets. Businessmen 
argue that the surest way of attracting crimi- 
nals (and income tax inspectors) is to talk 
about business success. 

. Nevertheless, some of those with a high 
business profile and sure of their ground are 
poised to expand. These companies ex- 
panded during the last few years of the Zia 
regime. The present government's encour- 
agement has been well received, as is indi- 
cated by rapid growth in the textile industry, 
the flotation of finance companies, and 
fierce competition for governmental permis- 
sion to set up assembly plants for motor 
vehicles. 

It is difficult to give a comprehensive 
ranking of the new leading business groups, 
since even chambers of commerce are not 
prepared to reveal major groups and their 
holdings. In turnover terms, according to 
business sources, the new leaders include: 
The Crescent Group, which owns Gen- 
eral Insurance, as well as holdings in textile, 
Sugar and some*other industries, and has a 
consolid&ted annual turnover of Rs 6 billion 
. (US$279 million). 

9» Dadabhoys whose plastics, cement, 
sanitary ware, and insurance interests gen- 
erate an annual turnover of Rs 4 billion. 
> Ittifaq Group of Lahore, which owns 35 
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public and private limited companies with a 


combined turnover of about Rs 3 billion. 
> Alkaram textiles group, with Rs 3 billion 
turnover. 

Those with an annual turnover of about 
Rs 1 billion include: Alcop Aluminium; 
Dawood Pharmaceuticals; Rafiq Habib, 
which owns 14 medium-scale companies; 
Alnoor Group of Karachi; HG Cables; and 
Yusuf Shirazi, whose latest venture is the 
local assembly-manufacture of Toyota cars 
and pickups. 

This is probably only a partial list, be- 
cause information and new names come to 
light only when businesses are forced into 
the open in order to attract foreign collabora- 
tion for major industrial projects. A clearer 
picture will probably emerge as privatisation 
progresses and law and order is restored in 
Sindh province and Karachi. The spread of 
political stability throughout the country will 
also help, a8 will continued government en- 
couragement of private industry. - 

Given the private sector's dismal history, 
the emergence of a new set of entrepreneurs 
and industrialists is rather surprising. The 
country started with little industrial base, 


lost half of what it had in the east-west war 
of 1971, after which the socialist government 
of Zulfikar Ali Bhutto started nationalising 
most of the rest. | 

Back in 1947, Pakistan had almost no in- 
dustry and only a few industrialists, who ar- 
rived from India with little capital. Since al- 
most everything had to be imported, they 
initially gravitated towards trading, diver- 
sifying as opportunities unfolded. By the 
mid-1960s "22 families" were said to control 
Pakistan's main industrial groups, and pri- 
vate business was developing a central role 
in the economy. 

The collapse of these business houses was 
triggered by a political miscalculation of his- 
toric proportions. Encouraged by govern- 
ment incentives, top businessmen started 
investing heavily in what was then East 
Pakistan, which, after a bloody civil war, 
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was to become Bangladesh. With the birth 


Bhutto: ample scope for encouraging business. 


of Bangladesh in March 1971, business lost 
all its eastern investments. 

The private sector was still licking its 
wounds after the war, when Ali Bhutto's 
avowedly socialist and anti-business gov- 
ernment consolidated power. It nationalised 
most private industry, barred private invest- 
ment in large areas of industry, and com- 
peted with the private sector even in such 
fields as garment making and baking. The 
private sector retrenched into speculative 
commodities trading, or simply shifted capi- 
tal overseas. 

The government nationalised merchant 
banking and insurance, arguing that too 
much money was lent to too few accounts. 
Consequently, public sector enterprises 
soaked up the money that had once gone to 
the private sector. 

When the military took control in 1977, it 
took along time to restore private sector con- 
fidence, despite Zia's pleas for them to rein- 
vest. By the time the private sector was con- 
vinced their rehabilitation was not merely a 
temporary phenonmenon, it was too late for 
many of the "22 families" — most of their 


business empires had splintered and di- 
vided under the pressure. Consequently, 
most of the "22 families" are no longer pre- 
eminent. The Habibs — best known as the 
owners of Pakistan's largest private mer- 
chant bank — have seen their holdings split 
into various firms controlled separately by 
members of the family. Dawoods, which 
used to be Pakistan's second-largest busi- 
ness house, has suffered the same fate. 

The collapse of the old business empires 
was exacerbated by fierce competition in the 
sectors which remained open to private en- 
terprise. For example, the business com- 
munity in Karachi — the capital of Sindh 
province, and Pakistan's principal port — 
engaged in fierce and destructive competi- 


tion, which was intensified by the influx 





of Punjabi businessmen, helpe 


by Zia’s o 
patronage. 
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ECONOMIES 


Peking tightens its grip on economic orthodoxy 


Eee ————€ REPRE 


made an aggressive comeback in 
China. A new, increasingly. com- 
prehensive guiding orthodoxy, which 
stresses state ownership, the state plan, the 
central budget and other aspects of the state 
economy, as well as “socialist” values such 
as frugality and self-reliance, has gained po- 
litical ascendency. 
These new emphases will be translated 


into policies in a three-year 1989-91 retrench- _ 


ment plan being drafted by the State Plan- 
ning Commission (SPC). Analysts expect the 
retrenchment plan to go further than the 
austerity programme of September 1988 
(which is still in force), with deeper cuts in 
investment, the budget deficit, consump- 
tion and non-state economic activity. It is 
also expected to be enforced more vigor- 
ously than the current programme. 

The last time China had a large-scale re- 
trenchment was in 1980-81 when veteran 
party leader Chen Yun was in charge of the 
economy. Significantly, Chen appeared in 
public on 1 October National Day after two 
years of official retirement, which analysts 
believe was an attempt to lend support to his 
allies. His protégé, Yao Yilin, is now proba- 
bly China's most important economic ad- 
ministrator as chairman of the SPC. 

The spc, which had its authority seri- 
ously challenged during the heyday of eco- 
nomic liberalisation under deposed party 
secretary general Zhao Ziyang, is ready to 
intervene in more economic sectors with re- 
newed authority. Working in conjunction 
with industrial and commercial ministries, 
the SPC can exert control mainly by rationing 
supplies of raw materials and finance. 

Although control over the supply of 
about half of all important materials has 
been decentralised, Peking still has over- 
whelming control of key commodities such 
as steel, non-ferrous metals, grain and cot- 
ton. With the continuing anti-corruption 
campaign, the SPC can conveniently punish 
those who defy central orders with an ac- 
cusation of corruption. 

In a highly symbolic move, the State Eco- 
nomic Commision reportedly is to be re- 
vived to take back duties it had surrendered 
to the State Commission for Restructuring 
the Economic System (SCRES) during the 
government's streamlining exercise in 1987. 
In contrast, the SCRES, much in the limelight 
during the reformers' good times, is being 
cut back. Two other prominent think-tanks 
closely associated with the reform program- 
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me, the Economic System Research Institute 
and the Development Institute under the 
State Council’s Rural Development Re- 
search Centre, are no longer publicly men- 
tioned. It is not clear if they have been dis- 
banded. 

Although these ideological and institu- 
tional changes were expected the speed and 
the relative ease with which they have been 
adopted reveal how powerful the central- 
planning apparatus is still despite a decade 
of decentralisation. 

As in politics, there is a complete bias to- 
wards ideological and leftist ideas. The ap- 





pointment to posts at the head of the party 


hierarchy of Jiang Zemin and Li Ruihuan, 
both known to be strong supporters of the 
open-door policy when they were party 
bosses in Shanghai and Tianjin respectively, 
has not dampened the swing towards cen- 
tral planning. Jiang, in particular, is seen to 


Collectives outpace state sector | 





be closely adhering to the most orthodox, 
conservative policies. There is no influential 
moderate figure strong enough to hold back 
the leftist tide, as Zhao did in mid-1987 to 
disrupt a conservative backlash. 

The lively debate on China's economic 
development — a debate which survived 
successive political chills during the past 
decade — has stopped, as the state force- 
fully reasserts its monopoly on ideas. Eco- 
nomic publications are dominated by arti- 
cles on the party's political supremacy, 
rather than on how to solve urgent eco- 
nomic problems. 

Reformist' leaders, liberal economists, in- 
dependent factory managers and other re- 
formed-minded officials who manage to 
survive the current purge are too weak to go 
against the tide. Resistance at provincial and 
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municipal levels against unpopular central 
controls has also been much weaker than. 
anticipated by foreign observers as 12 
months of austerity has dried up resources. 
the localities could use to sidestep the. 
centre's orders. In the present political cli- 
mate, the risk of disobeying Peking is also 
higher. 

In the immediate aftermath of the 4 June 
crackdown on student dissent, the conser- | 
vatives were preoccupied with arrests and : 
purges of dissidents. Although there were 
rhetorical attacks on reforms associated with 
capitalism and the free market, there were 
no systematic measures to close markets or . 
recentralise more local finance and credit. 
But now the ideological and political consoli- 





dation has paved the way for a comprehen- - ; : 
sive re-addressing of "mistakes" made 


under Zhao. a 
The 1989-91 plan, to be approved by the 


National People's Congress next March, will =- 
reaffirm this new spirit. The 1988 austerity 
plan was a compromise between reformers — 
and conservatives. Most economists ex- ` 


pected it to be ineffective and to have its 
greatest impact on the state sector. 

With reformers, who believed in the de- 
velopment of market forces as a top priority, 


now out of the way, central planners, forthe 


first time in recent years, can go all out in 
reining in the economy. Twelve months of 
austerity have dampened demand, but Pe- - 
king feels it has not gone far enough. Be- - 
tween January and July this year, industrial 
output, excluding village-level industries, . 
grew by 10.6%, compared with 16.9% inthe = 
same period last year. s 


hile in the first eight months of this 
W year, fixed-asset investment by. 


state enterprises dropped by 8% . - 


compared with the same period last year, 
the impact has been uneven. Such invest- . 
ment in Hubei, for example, dropped by 
26.3%, while in Hainan it continued to 
grow, albeit from a low base, by 76.7%. 
During this same period, total bank loans 
outstanding dropped by Rmb 547 billion = 
(US$14.7 billion) to Rmb 1.0917 trillion, com- = 


pared with the double-digit growth a 
year ago. But loan defaults and an intense = 
shortage of working capital had seriously af- . . 
fected a more rational flow of funds tothe 


most efficient and. government-favoured 
sectors. s 
Meanwhile, growth of labour productiv- 
ity (renminbi output per person) of state- 
owned enterprises, the most common 


yardstick China uses to measure factory effi- cH 


ciency, has slowed from 8.3% a year ago to 
3.1%. The number of loss-making enter- 
prises has increased, while overall profitabil- 
ity of the state sector has dfopped. gi 


The new retrenchment plan fs not NA. 


pected to solve these negative effects of au- 


sterity but to send another strong political. |. 
signal that despite these problems, fe = 
squeeze is to continue. Among austerity — ' 
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; j measures, the plan is expected to include 
_ these new targets: 


M A slower overall growth rate and a 


^ "further drop in inflation. In an interview - 


~ with Hongkong-based Ta Kung Pao, Gui 
<- Shiyong, secretary-general of the SPC, said 
- the plan will aim at 4% growth in agriculture 
.. and 7% growth in industry annually. Infla- 
- tion is to be reduced to 10% next year, and 
^. then 5-8% by 1991. | 
_. » A balanced budget. In recent press arti- 
` des, Peking has hinted that the central 
budget, whose share in the national income 
. has dropped from 32.9% in 1979 to 22.4% in 
-= 1988 will have to grow bigger. Peking has 
started to siphon a significant portion of the 
. wealth from the public via compulsory pur- 
. chase of Rmb 12 billion of treasury bonds (in 
. addition to the regular annual issue of Rmb 
. 5-7 billion) and heavy taxation on rich indi- 
. viduals and units. When provincial budget 
contracts with the centre come up for 
review, Peking is expected to ask for a bigger 
slice of local revenue. (Each province con- 
tracts with the central government at the 
start of each financial year an amount of rev- 
enue they will pass on to the centre.) 
> Control on the growth of rural industries. 
Chen Yaobang, deputy minister of agricul- 
ture, said in early September that the 
growth of rural industries must be strictly re- 
stricted in the next three years. Local au- 


thorities must axe rural factories which are 1 


inefficient and unprofitable, he said. 


compete with the state sector over scarce re- 
sources — another indication that rural fac- 
tories will be a target. It is not clear how Pe- 
- king is to tackle the problems of unemploy- 
ment and rural depression resulting from 
such a policy. For the past five years or 
more, rural industry has been the fastest 
growing sector of the economy. 
> Further promotion of basic industries. 
Rather than using price incentives to speed 
infrastructural development, the SPC is 
using administrative methods such as 
preferential loans and more state-supplied 
resources to achieve its goal. To further ease 
the bottlenecks in transport, energy and 
scarce raw materials, Peking is expected to 
allocate even more resources to these areas. 
But itis uncertain how far such a plan will 
be enforceable. Planners believe if they cen- 
tralise control of enough finance and raw 
materials, they can direct the course of eco- 
nomic development. After all, more than 
half of China’s industrial output still comes 
from state factories. Such a recentralisation 
exercise may result in wastage, low profits, 
lower worker morale and reduce productiv- 
ity, but Peking may deem this a necessary 
. price to pay. Thé people may earn less and 
have fewer goods to buy, with factories still 


stuck in old management modes, but con- — 


servativé Chinese leaders may at least be 
happy that they have not given up socialism 
for prosperity. | a 
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POLICIES 





Japan gwes more teeth to fair trade laws 





| oreign pressure on Japan — what the 
F locals call gaiatsu — is providing a 

largely ignored watchdog called the 
Fair Trade Commission (FIC) with new am- 
munition to strike against restrictive prac- 
tices, should officials choose to use it. 

The US and Europe have both been 
breathing down Japan's neck to loosen col- 
lusive business practices which keep retail 
prices higher than everywhere else. The 
commissiog now seems to be responding. 

On 3 October, the Frc raided 39 offices of 
Apple Computers authorised agents in 
Japan on suspicion of obstructing the sale of 
Apple's Macintosh personal computers by 
small, independent traders. The authorised 
distributors were alleged to have put pres- 
sure on the publishers of four computer 
magazines to cancel advertisements for 
Macintosh machines selling for almost half 


i Japan's toothless watchdog 


In a recent trip to the northeast, Premier / 


Li Peng also said rural industries must not & 


the official price. They were also reported to 
have forced repair firms to turn down work 
on Apple computers sold in Japan by inde- 
pendent importers. "E 

There have been a number of other re- 
cent examples of the FTC using the teeth it 
was given by the anti-monopoly law. In De- 
cember, 70 firms were surcharged a total of 
3290 million (US$2.04 million) for conspir- 
ing to fix bids for projects at the US Navy 
base at Yokosuka in 1984-87. In August, six 
construction companies were punished for 
similar activities in a Y1 trillion Osaka air- 
port project. And the commission issued a 
written warning to 36 firms suspected of 
forming a cartel for the import of foreign 
beef, asking the group of companies to dis- 
solve their organisation. 

These moves are encouraging the au- 
thorities in the US and the EC to push for 
stronger enforcement of Japan's anti- 
monopoly law. Sir Leon Brittan, vice-presi- 
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dent of the EC Commission, told the coun- 
try’s top business organisation, the Keidan- 
ren, that there were a number of practices 
commonplace in Japan which would be for- 
bidden in the EC. Among them were car- 
tels, resale price maintenance agreements 
and captive distribution networks. __ 

“If the FTC was given the political backing 
and, indeed, the backing of industry and 
consumer groups, to start sinking its teeth 
into some of the restrictive practices which 
clog up the Japanese distribution system,” 


. the market would become more open to for- 


eign goods, Brittan said. 

US trade negotiators seem to agree with 
the Europeans that the problem in Japan is 
not the competition law, but its execution. 
According to a US official, the FTC is "one of 
the weakest agencies in the Japanese Gov- 
ernment, always living under the shadow of 
Miti [the Ministry of International Trade and 
Industry]." It has always been dogged by a 
lack of money, prestige and staff (461 at last 
count). The chairman of the five-man com- 
mission usually comes from the Finance 
Ministry and there is always a representa- 
tive of Miti, hardly a recipe for fearless inde- 
pendence. 

The US is unsure how hard to push for a 
stronger FIC in talks on "structural impedi- 
ments" to greater imports (REVIEW, 3 Aug.). 
Even if Japan itself wanted to increase the 
role of the commission, it was unclear 
whether it would make any practical differ- 
ence, said one official. The FTC has launched 
a study into the effect on imports of the dis- 
tribution system, but US officials doubt 
whether the results will be any more effec- 
tive than earlier reports on the subject. 
These have found no clear violation of anti- 
monopoly law, only "problematic" aspects. 

Despite its weakness, the FTC has carried 
on a guerrilla war with Miti ever since it was 
established by the Occupation forces in 
1947. The commission forced Fuji Steel and 
Yawata Steel to divest themselves of a fac- 
tory apiece before merging to form New 
Japan Steel in 1970. 

But its most notable victory was the so- 
called “black cartel" case, in which the FTC 
sued the Petroleum Association of Japan 
and 12 oil companies in 1974 for raising the 
prices of their products during the oil crisis, 
an extremely rare example. of offenders 
being taken to court. The case ended six 
years later with a ruling that Miti was not au- 
thorised to cause compgnies to restrict pro- 
duction. 

Most of the time, the Frc has emerged 
the loser from the battles that have taken e 
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place within the government bureaucracy. If 
the law was enforced strictly, observers say, 
one of the practices that would have been 
virtually eliminated is dango, in which con- 
tractors agree prior to tender to share a pub- 
lic works project. 

In 1981-82, the commission penalised a 
group of small construction firms for bid-rig- 
ging in Shizuoka, but the companies and 
friendly politicians forced the FIC to retract 
its decision and to replace it with mere 
guidelines. 

Officials deny that the commission is any 
more active now than before. Far from it; fig- 
ures suggest that its zeal has declined. The 
total number of cases investigated has fallen 
each year since 1984 while those which have 


produced results dropped from 202 to 96. 


An official said that this decline was because 
competition was strong and had kept prices 
stable in recent years. Instead, the Frc has 
concentrated on what he called “unusual” 
cases, which have attracted more publicity. 
It appears to have been as vigorous as 
ever in exempting cartels from punishment, 
however. In 1988, 276 cartels were specifi- 
cally freed from having to comply with 
the anti-monopoly law. These included 40 
so-called "sanitary" cartels — involving 
cinemas, laundries and hairdressers — 
which were allowed to operate, apparently 
to ensure that unfettered competition did 
not threaten public health. A further 4,533 
cartels were exempted this year so that they 





INDUSTRY 


Buoyant demand lifts Japan’s steel makers 


Steeling time 
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apan has made a fine art out of retrench- 
J ing declining industries without actual- 

ly appearing to sack a eral But you 
can have too much of a good thin 

This is what the country’s Big Five steel 
makers are finding after embarking three 
years ago on a plan which was to have cut 
steel making capacity from 150 million ton- 
nes a year to a level which would enable the 
industry to reach a profitable level of 90 mil- 
lion tonnes. But far from shrinking, as the 
steel bosses expected in 1986, domestic de- 
mand for steel has boomed in the past two 
years, with the result that production has 
risen to an estimated 107.85 million tonnes 
in 1989 — the highest level since before the 
first oil shock. 

With production rising at the same time 
as capacity, at least at the basic steel making 
level, is shrinking, the steel companies face a 
ticklish problem. They have to adjust their 
retrenchment plans without forfeiting the 
trust of company unions which in 1987 
agreed to the transfer of tens of thousands of 
steel workers into "inferior" jobs, like pig 
farming and mattress cleaning, in order to 
ensure the survival of their companies. 

So far none of the Big Five — Nippon 
Steel, NKK, Kawasaki Steel, Sumitomo Metal 
and Kobe Steel — has announced cancella- 
tion or reversal of retrenchment plans. But 
Nippon Steel and Sumitomo have twice 
postponed plans to close blast furnaces, 
while Kawasaki dropped a plan to shut 
down one of two hot strip mills at its Chiba 
works near Tokyo. What is more remarka- 
ble is that all five companies are in the mid- 
dle of huge re-equipment programmes. 

Kawasaki will spend  Y100 billion 


19 OCTOBER 1989 


(U5$718.4 million) on new plant and equip- 
ment in 1989, up from Y72.8 billion last 
year, and the company expects to spend 
“much more again" in 1990. Kobe Steel's 
steel making division will invest ¥60 billion 
in 1989, up 36.4% from 1988, while Nippon 
Steel plans to raise spending by ¥15 billion 
to ¥140 billion. All companies stress that 
most of the money will be spent on down- 
stream activities, such as plating and gal- 
vanising, rather than on basic steel making. 
But Kawasaki says that its hot strip mills are 
now working "at the limit" and may need to 
be expanded in future. This will be done by 


replacing existing old capacity with slightly - 


larger new mills, not by simply adding extra 
capacity. 

The big steel companies were not the 
only ones to misread their market in 1986 
and 1987. Shipbuilders also seem to have 
adopted an unduly gloomy view of the fu- 
ture and to have cut back capacity too much 





Kawasaki steel mili: boom. 
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could pass on the new 3% consumption tax ` 
in the best way they saw fit. À 

A shake-up of the FIC is unlikely to be 
enough. A stronger law is also needed. Al- - 
though it was modelled on US anti-trust | 
law, Japan's has been gradually diluted over — 
the years and only in 1977 were surcharges - 
(technically not fines) added to its feeble ar- 
moury. And unlike US and European sta 
tute, the thrust of the Japanese anti- 
monopoly law is to help producers as well as . 
consumers. In section one, it states that the - 
aim is "to encourage the business activities - 


of enterprises, to heighten the level of em- - E 
ployment and people's real income." Only |... 
at the end of the paragraph does it mention — 


“the interest of consumers in general.” m» A 


as a result. But the about turn in the steel in- - ; 
dustry has been more dramatic, and started = 


earlier than in shipbuilding. For steel, the 


surprise factor was the sudden turnaround — D 
in Japan's domestic economy triggered in 


mid-1987 by the government's announce- 
ment of a ¥6 trillion reflation plan. 

This relaxation of the government's pre- 
viously stringent fiscal policy was followed 
by a boom in private investment. This had 
an even more dramatic effect on steel de- 
mand. According to Yoichi Nishimaki, pub- 
lic relations manager of Kawasaki Steel, 
sales of structural steel for “non-housing” 
purposes such as factory building have ac- 
counted for most of the 20 million tonnes in- 
crease in domestic consumption the indus- 
try has experienced over the past few years. 
Demand from traditional customers like the 
motor and electronics industry, while heal- 
thy, has not contributed nearly as much. 

Steel makers in 1986 were not wrong in 
forecasting that a rising yen would hit export 
volumes. Exports have slipped from 33 mil- 
lion tonnes in 1984, the year before revalua- 
tion, to 23 million tonnes last year, and could 
fall further in 1989. But the fall in volume has 
been more than compensated by a steep in- 
crease in dollar-denominated prices, so dol- 
lar earnings from exports have risen sh 
ly. Shipments to North and Southeast Asia 
have been the main factor in keeping ex- 


ports healthy. The region replaced the US 


and China several years ago as Japan's 
largest overseas market in volume terms 
and took first place in 1988 (over the US) in 
terms of average price levels. 

The steel companies expect to lose fur- 
ther ground in export markets in volume 
terms as South Korea, Brazil and other 
"new" exporters raise capacity. But Japan 
seems likely to hold its own as a producer of 
specialised high-quality steel, a sector in 
whith demand is growing fast, especially in 
countries like South Korta. This is one 
reason why the depressing 1986°scenario 
has probably gone for good. The only ques- 
tion is whether the industry was Tucky to 
take such a dim view of its future at the tinee 
it did. m 
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The perils of plastic 


oday's Asian credit card boom 

could very well turn one day into a 

bad case of bankers’ heartburn. 

Until only a year or two ago the 
privilege of Asia’s massively affluent but 
numerically few rich people, charge cards 
are now working their way well down the 
income chain, a process fuelled by bankers 
eagerly seeking both market share and 
economies of scale. 

Take a look at just a few banks in the re- 
gion. In Singapore, Development Bank of 
Singapore and United Overseas Bank alone 
have issued close to 50,000 VISA cards in the 
last year, almost doubling the number in 
Singapore. In Malaysia, MasterCard fran- 
chisee Malaysia Borneo Finance put cards 
into the hands of 30,000 customers in 20 
months. Bangkok Bank domestic banking 
chief Piti Sithi Amnuai says that in 1989 
alone the largest Thai bank will issue 140,000 
of its own credit cards. 

Similar stories can be told in 
Taiwan, the Philippines, South 
Korea, and Hongkong, where there 
is now a successful bank charge card 
aimed solely at young women. Peruse 
almost any Asian bank annual report: 
credit cards are an area "of strong po- 
tential" or are "key to your bank's fu- 
ture strategy." To gain dominant 
market share, banks are issuing cre- 
dit cards to customers earning less 
than US$6,000 a year in middle-in- 
come Asian countries like Singapore, 
even less in Thailand and the Philippines. 

Growth in card ownership around the 
region is now averaging about 30% annu- 
ally. With 5-15% of bank customers owning 
cards in most Asiàn countries and the poten- 
tial for cross-merchandising with everything 
from brandy to home mortgages, the sky is 
the limit. 

In the short term, this is terrific business 
for banks. At an annualised interest rate of 
18-22%, credit cards provide a welcome re- 
spite for commercial bankers from the cut- 
throat margins of most retail banking pro- 
ducts. Added to the stratospheric interest 
charges are fees that run from US$20 (a 
Hongkong Bank VISA card) to US$70 
(American Express gold cards and Japanese 
gold MasterCards) annually. Further, banks 
which handle the clearing or merchant's 
side of the arrangement take 2.5-6% on each 
transaction. The potential income is the stuff 
of bankets' dreams. 

Maximising that income, though, is a bit 
of a nightmare. The reason banks get to 
charge such a premium to users and accept- 
ors alike is that they are making up for the 
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potential risk of non-payment. While banks 
like tardy payers because they can raise in- 
terest charges ever higher as the customer 
gets further behind, they do not like total de- 
faulters. It costs a lot of money to track them 
down, and once they are found, their poc- 
kets are, more often than not, empty. 

“The credit card business is a business of 
size,” points out one senior Hongkong 


banker. “You have got to be No. lor No. 2in - 
a market. It doesn’t do any good to be No. 


12.” There lies the rub for Asia’s bankers: to 
bring down administrative, advertising and 
processing costs, you want to stay ahead of 
the pack. The further you are out front, the 
greater the potential for issuing cards to 
those unable to pay their debts. 

While this scenario is not terribly differ- 
ent from one that has already been seen, to 
no great ill effect, in the US or Europe, bank- 
ers in the region anat to pani RC, 





Pick a card — any card. 


It is not that Asian bankers : are any less 
qualified than their US counterparts to as- 
sess credit risk, it is just that the proliferation 
of cards is taking place over a period of 
months rather than years. In addition, the 
number of issuers in each market is greater. 
In tiny Singapore, five banks are issuing 
VISA cards, while in Hongkong, at least 10 
banks are competing for a piece of the pie. 

While most banks will provision well 
against potential loss, the temptation to chip 
away at credit card earnings to bolster other, 
less profitable lines of business will be con- 
siderable as economies in Asia slow. With 
some banks, most notably in Malaysia and 
South Korea, placing card issuance at the 
centre of their strategy, there is a potential 
for boom turning to at least partial bust. 


Countries, like people, hate hating their 
creditworthiness called into question. It has 
been interesting to watch howChina, long a 
darling of Third World — weary commercial 
bankers, has been handling the gradual de- 
terioration in its standing. 

Like an aggrieved spouse in the midst of 
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divorce, China's first response to doubts 
over its creditworthiness was denial. Next 
came hostility. Now it appears that China is 
beginning to accept that perceptions have 
changed. It has sensibly moved to allay fears 
by providing the public with a glimpse into 
its external accounts. 

The landmark 8 October statement by 
the State Administration of Foreign Ex- 


change Controls put China's foreign debt. 


at US$42 billion at the end of the first quarter 
of 1989. The country's debt-service ratio, 
which is currently a reasonable 9%, will 
climb no higher than 15% in 1992, the year 
China faces it biggest repayment hump. — 

While these figures are not exactly com- 
forting, given China's yawning current-ac- 


count deficit and the expected increase inin- 
 terest charges it faces, honesty is a much 


better policy than petulant silence. This ac- 
counting is a constructive step towards help- 
ing banks to weigh the risks of re- 
opening credit lines to China. 
Bankers started to worry last year 
as it became clear that Peking was not 
fully on top of who was borrowin 
what overseas. China's debt had al- 
most doubled within three years. 
Blue-chip borrowers like China Inter- 
national Trust and Investment Co. 
had been joined at the trough by a 
slew of provincial bumpkins. 
Tightened borrowing guidelines, 
put into effect in February, failed to 
restore confidence. The Tiananmen 
killings only made matters that much worse, 


particularly when bellwether lenders such | 


as the World Bank brought new loan ap- 
provals to a standstill. 

China's first response was to deny that a 
potential debt-servicing problem existed, a 
stance obviously belied by the February di- 
rectives which closed off access to interna- 
tional capital markets for all but a handful of 
borrowers. Denial then turned to hostility in 
September when the privately run Japanese 
Bond Research Institute (JBRI) lowered its as- 
sessment of China's creditworthiness. 


China's Ministry of Finance castigated | 
JBRI for lacking objectivity, arguing that its - 
assessment was swayed by negative inter- - 


national opinion. A similar charge was level- _ 


led at Moodys | Investors Services when, in - 


midst of a period of political tranquillity. 


August 1988 it downgraded China in the - 


Moodys and Standard and Poors are ex- | 


pected to announce their post-Tiananmen 
assessment of China's credit standing before 
the end of the year. Peking’ s mood change 
bodes well for hope of the “objective” hear- 
ing it seeks. 
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Malaysian entrepreneur turns round General Lumber 


energetic young chairman of the 

. perennially loss-making Malay- 

sian timber company General Lumber 

(Holdings) (GL) is trying to turn fortuitous 
timing into permanent success. 

Since taking control of GL in 1987, Azmi 
has made a series of acquisitions designed to 
bolster the firm’s core timber and furniture 
business and to provide a shot of badly 
needed capital to a leaden balance-sheet. So 
far, he appears to be spinning gold out of 

oss. 

Helped along by a strong Malaysian 
economy, a team of managers unafraid to 
slash costs, and the large-scale injection of 
new assets, GL last year made its first profit 


million (US$37.2 million). Attributa- 
ble earnings, stock analysts predict, 
wil jump eight-fold to M$10-11 
million. 

Further, Azmi appears to have laid 
the building blocks for substantial 
growth. GL is in the midst of purchas- 
ing rights to log a vast area of Papua 
New Guinea (PNG) and has entered 
into a strategic alliance with one of 
Taiwan’s top furniture rters. 

Azmi "is creating the only fully in- 
tegrated timber operation in South- 
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pur. "General Lumber has tremendous po- 
tential." 

Despite a practice of funding acquisitions 
through new share issues and no prospect 
of dividend payouts in the immediate fu- 
ture, the 15-year-old company is a stock- 
market darling, a classic "recovery play" in 
market jargon. Its share price has jumped 
more than 200% since Azmi, the former 
Malayan Banking chief executive and pro- 
tégé of Finance Minister Dat&k Paduka 
Daim Zainuddin, bought his then 1596 
stake. 

Analysts like GL for two reasons. Firstly, 
the Malaysian Government has targeted 


value-added wood products as a promising 


future growth area. Brokers assume that GL 
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will be a major beneficiary of the furniture — 
industry's relocation from South Korea and | 


Taiwan where costs have risen sharply. E 


These two countries exported some US$2 
billion in finished furniture and compo- 


nents to the US alone last year, while Malay- - * 


sia's exports tallied only a tiny fraction of 
that. 


ril Lynch calls “probably the most entre- 
preneurial bumiputra [ethnic Malay] under 
40 heading a listed company." Possessed of 
a clever, impishly self-deprecating person- 
ality and a sharp eye for numbers, Azmi 
rose up through two property companies, 
Peremba and United Estate Projects, under 
the tutelage of Daim. He later went on to 
serve briefly as chief executive of Malaysia's 
largest bank, Malayan Banking, before step- 
ping down to care for family reasons. 
Although Azmi remains close to Daim 
and appears to have received his entrée 
to GL as a result of a 1985 move by Daim's 
family company Raleigh to oust the pre- 
vious management, most observers do 
not tie his future to the direction of 
Malaysia's political tides. "Wan Azmi 


carries a lot of weight on his own," said 


since 1981. In 1989, turnover is ex-  . 
pected o double to more than M3100 


Year ending 31 Dec.* 


one Kuala Lumpur investment bank- 
er. “His survival isn’t dependent on 
someone else.” 

Azmi freely admits that the attrac- 
tion of GL was not its potential for 
turnaround, but that the company 
had a listing on the Kuala Lumpur 
Stock Exchange. Once he bought in 
to GL, which at that point was a badly 
under-financed logging and sawmill- 
ing operation, the Raleigh-installed 
management, headed by his brother- 
in-law Nik Mahmood Haji Nik Has- 
san, convinced him there was poten- 
tial to revamp GL’s core business 
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The second reason is Azmi, whom Mer- 
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and work the company out of trouble. 
.. "General Lumber's problem was that it 
neither had cash flow nor collateral," Azmi 
told the REVIEW. "We had to go with a series 
of acquisitions of landed assets where the 
medium of settlement could be General 
Lumber shares. This allowed us, using the 
acquisitions as collateral, to source funds to 
activate the core business." 
With his property expertise, Azmi began 
by buying a modest office complex in subur- 
ban Kuala Lumpur for M$5.8 million with 
the issue of 5.8 million new shares. By snap- 
ping up a property with a hefty yield of 8.6% 
in September 1988, GL beat other players to 
the market in what is now a Kuala Lumpur 
. property boom. 

Three months later, GL bought the 
timber-related assets of Emperee Industries 
for M$7.8 million, a cost that was a modest 
four times prospective earnings. The 
takeover of Emperee’s lumber yard, kiln- 
drying and moulding facilities allowed GL to 
immediately double the turnover of its 
timber business. 

Next came a two prong move into down- 


stream operations, again largely financed 
by a new share issue in a rising market, 
and again at cheap p/es. GL bought a 
65% stake in Industrial Resins (IR), the larger 
of two companies licensed to produce plas- 
tic resins and compounds in Malaysia. It 
also bought UMW Industries. (UMWI), a 
manufacturer of furniture for export to the 
US, Britain and Japan. 

The total consideration of M$31.2 million 
for UMWI and IR was funded through the 
issue of 21.3 million new GL shares at M$1.10 
each and cash payments of M$7.8 million. 
The takeover of UMWI from an arm of the 
Pahang state government quadrupled GL’s 
furniture-making capacity. 

At the same time that GL was buying up 
cheap and inefficient processing and manu- 
facturing capacity, the company also set 
about doubling its timber acreage. It snap- 
ped up several small Malaysian concessions 
and, unufually, entered into an alliance 
with the Indonesian company Kuala Langsa 
to log a 5,000 ha area. The two firms have an 
option for an extra 10,000 ha in Sumatra over 
the next eight years. mE 





MARKETS 


A wave of huge issues hits the Bombay stockmarket 








on a feast of new scrip. During Sep- 

tember and October, a handful of com- 
panies issued securities worth Rs 30 billion 
(US$1.58 billion). In fact, just five accounted 
for 80% of the total. But the spate of big is- 
sues has raised fears that India's inadequate 
regulatory system will be unable to prevent 
misuse of the funds raised. 

When the issues were mooted months 
ago, brokers and bankers were concerned 
that the stockmarket would not be able to at- 
tract sufficient investors to make the issues a 
success. But if the response to the latest two 
issues — by car tyre and tube maker Apollo 
Tyres and steel products group Essar 
Gujarat — is anything to go by, their fears 
have proved unfounded. Brokers say that 
-the offers by Apollo, for Rs 1.037 billion, and 


[= investors are gorging themselves 


Essar Gujarat, for Rs 5.065 billion, have both 


been oversubscribed. 


Brokers were also worried that investors 


would sell off shares in the secondary«mar- 
kets to invest in¢he primary market. But that 
has not happened either. Over the past 
three months, share. prices have remained 
steady sshowing that new money has come 
into the market, say brokers. M. R. Mayya, 
executive director of the Bombay Stock Ex- 
change (BSE), agrees. “Not only has new 
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money come in,” says Mayya, “but also new 
shareholders.” a 

Mayya is optimistic that the Rs 7.1 billion 
that has been invested in shares and deben- 
tures by small investors could double or 
even treble over the next few years. “The 
present level of investment is a minuscule 





2.2% of household savings. These mega- 
issues are only the tip of the iceberg.” 
Although the numbers loek big, financial 
institutions like the Unit Trust of India (UTI) 
and the government-controlled mutual 
funds often subscribe to large chunks of the 
offerings. In addition, investors are only 
asked to pay 25-40% of the issue price at the 
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Azmi's most ambitious move, though, 
has come in PNG where GL is now complet- 
ing negotiations to log and process a 
197,600-ha timber tract. The project, which 
GL will undertake jointly with a local part- 
ner, is expected to be worth M$1.6 billion 
over 30 years. A new rights issue undoubt- 
edly looms next year to fund infrastructure 
for the concession, including a port. 

To boost the efficiency of its furniture 
manufacturing, GL has entered into a 
training and supply agreement with Sun- 
rise, a Taiwan furniture exporter controlled 
by the Wang family, owners of petrochemi- 
cals giant Formosa Plastics. The potential 
also exists for similar cooperation at IR, 
which is part-owned by Mitsui and Tosoh of 
Japan. 

While GL remains pressed for cash and 
has short-term borrowings of M$27 million, 
analysts believe that Azmi has timed his ex- 
pansion thoughtfully enough to avoid a de- 
vastating squeeze. With the acquisitions, GL 
shareholder funds have increased to M$51 
milion from M$28 million, leaving more 
room for borrowing. u 


time of application. The balance is paid at 
the time of allotment (as in the case of the 
Apollo issue) or on later calls (as with Essar). 

The attractive financing terms which 
defer investments by shareholders have 
played a major role in the success of the 
issues. "Previously banks did not give in- 
vestors facilities to make investments in the 
stockmarket, even though the Reserve Bank 
of India [the central bank] had directed 
banks to assist the growth of the capital mar- 
kets," says S. M. Parande, executive director 
of merchant bank SBI Capital Markets. "But 
now companies are requesting the banks to 
help investors subscribe to issues and the 
banks are listening." 

On top of the cheap finance, a concerted 


; marketing effort has also helped boost the 


capacity of the stockmarket. Sushil Shah, 
who runs a stockbroking firm of the same 
name, says that "the mega-issues have led 
to mega marketing efforts." Supported by 
large-scale advertising campaigns, over 
50,000 brokers and agents have been reach- 
ing into the furthest corners of India to raise 
money. 

But the rapid growth in the market has 
triggered new fears among analysts and in- 
vestors about the quality of the issues and 
the proposed project investments. P 

One of the recent cash calls was by Usha 
Rectifier, an electronics group. For the year 
ended 30 June 1989, Usha had assets of Rs 
1.08 billion, revenues of Rs 497 million, and 
an after-tax profit of Rs 59 million. Its share 
capital of Rs 84 million would make it an 
average-sized company by BSE standards. 
Yet, the company is issuing securities worth 
Rs 4.449 billion — more than 2.3 times its 
market capitalisation. 

Critics claim that Usha's figures would 
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look even more ridiculous were it not for 
share price manipulation by the company's 
management. Over the past 12 months, 
Usha's share price has risen from Rs 9 to Rs 
235 — a gain of more than 2,500%, against 
an average market rise of 2076. Usha's pro- 
fits have increased by 1076 over the same 
period. The BSE suspended trading in Usha 
shares for a few days because of these 
abuses — a drastic step in a country where 
insider trading is not illegal. 

Fears that funds raised in the capital mar- 
kets might be misused prompted the recent 
court case over the Rs 8.2 billion issue by en- 
gineering and construction group Larsen 
and Toubro (L&T). Two shareholders, alleg- 
ing fraud, filed a public interest writ seeking 
to block the issue. 

They alleged that the Ambani family, the 
founders of the Reliance group, India's 
biggest private sector empire, were being al- 
lowed to take control of L&T on the cheap. 
They also alleged that the Ambanis had on 
previous occasions used funds intended for 
industrial projects to acquire shares in other 
companies. 

The case was subsequently dismissed. 
Nevertheless observers found the case dis- 
turbing. "There is a lot of vagueness about 
the objects of the mega-issues," says one 
broker. "What is all this talk of expansion 
plans and working capital requirements? 
Does anyone really know what company's 
are using the money for?" | 


he Securities and Exchange Board of 

India (SEBI), launched with much fan- 

fare in January 1988, was set up "to 
develop and regulate the capital markets." 
But after 20 months sEBI remains largely a 
toothless tiger. With a general election due 
by January 1990, sEBI will have to wait a 
while before it gets the powers it needs to 
regulate the markets effectively. 

Meanwhile, responsibility for the health 
of the capital markets is still in the hands of 
the Controller of Capital Issues (CCI), an arm 
of the Finance Ministry. Any company 
wanting to make a public issue must receive 
the CC''s consent. The CCr's office, however, 
does not check the veracity of any of the de- 
tails given by applicants. 

Reacting to criticism, the CCI has re- 
quested government-owned financial in- 
stitutions to monitor the utilisation of funds 
raised through the issues. 

Meanwhile, the betting is that investors 
will continue to swallow the securities being 
churned out by companies. Although some 
observers have forecast a wave of selling in 
the secondary markets, others foresee a 
strengthening of the market in line with the 
steady expansion of the economy. 

In a fitting finale to a month marred by 
controversy and record-breaking issues, 
the rapidly growing Oswal group, an- 
nounced an issue of Rs 11 billion. At last 
call, hungry investors were eagerly awaiting 
*iietails. s 
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Taiwan expands industrial projects in Canh 
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Rebuilding links - 


By Ashley Ford in Vancouver 


€—Aà——RR—————————————MÁ————Ó———— oe eee] 


FW awan and Canada seem poised to 
: forge closer economic ties as leading 


Taiwan manufacturers step up their 
investment in North America and seek se- 
cure sources of raw materials. 

Despite the shelving of plans to build 
a C$1 billion (US$851 million) petrochem- 
ical plant in northeast British Columbia 
(BC) analysts expect the flow of funds 
from Taiwan to increase. Two major 
industrial projects promoted by the 
Taiwan groups are currently under close 
scrutiny, while the total inflow of capital 
from Taiwan is thought to rival that from 
Hongkong. 

Scrapping of the petrochemical venture 
is clearly a setback. Westcoast Energy, of 
Vancouver, and China-Canada Investment 
& Development (CCID), a Taiwan consor- 
tium, have decided to shelve the project be- 
cause of its high cost. 

Had it gone ahead, the project would 
have been the biggest Asian industrial in- 
vestment in Canada and helped strengthen 
ties between Canada and Taiwan. The past 





China Steel looks to Canada. 


three years have seen a warming of relations 
between the two following years of coolness 
after Canada's«ecognition of Peking in 1970 
and the end of all official ties with Taiwan (to 
the extent that all Taiwan investment and 
immigration figures are lumped in ‘with 
those of Hongkong in official satistics). Both 
sides had been hoping that the petrochemi- 
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cal project might help promote a new under- 3 


standing. 


The decision to shelve the project did not - oe 


come as a complete surprise, however. CCID 


representatives had cautioned in September- a 
that cost projections were running at least vu 


20% ahead of expectations. 


ccp was hoping to build the ethane- E 


based plant for about C$700 million. The. 
project was to have used ethane feedstock 
from Westcoast’s natural-gas processing 
facilities to manufacture enthylene glycol, 
used in synthetic fibres, and polyethelene 
for plastic film. All of the ethylene glycol 
would have been shipped to Taiwan and the 
polyethelene would have been marketed in 
Asia and North America. 

Michael Phelps, Westcoast's chief execu- 
tive, acknowledged the capital cost was too 
high in relation to the plant's size. Phelps 
said there was also uncertainty about the 
long-term supply of ethane-rich natural gas. 

Despite the disappointment, Peter Scar- 
row of Bull Housser & Tupper, the only 
Canadian legal firm operating in Taiwan, 
believes the failure of such a major project 
will not deter further Taiwanese investment 
in Canada. 

"Everyone in Canada is looking for 
megaprojects and they are all long shots," 
says Scarrow. But the big-ticket investors do 
not represent the bulk of Taiwan invest- 
ment. "We are seeing increasing inflows of 
investment from smaller and medium-sized 
Taiwan enterprises. They are the ones who 
will continue to do the investing here and 
keep coming whether these major projects 
stand or fall," says Scarrow* 

While there is no official breakdown of 
capital coming from Taiwan, analysts be- 
lieve about C$1.5 billion of the C$3.5 billion 


inflow sourced to Hongkong last year origi- — 


nated in Taiwan. Investment has been 
steady at this level for several years, so the 
cumulative level of Taiwan capital in 
Canada is believed to be substantial. 

.. Most of the investment is very low pro- 
file and frequently goes unnoticed. But 
among the recent Taiwan-backed deals was 
the purchase for C$13 million of the 
Westbrook Hotel, on the fringe of down- 
town Vancouver, by Stanley Yen, represent- 
ing asTaipei family. 

Another Taiwan groupe VANTAI De- 
velopmemt Corp., a ei of €hinese 
Automobile Co., a large private company, is 
setting up a venture to export Canadian 
wood-frame housebuilding technology te 
Taiwan. 

Two other industrial projects on a much 
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~ larger scale being promoted by Taiwan in- 


-. = vestors are currently under scrutiny and 
~~ would more than make up for the loss of the 
. . petrochemical project if they go ahead. Gov- 
-— . emment-owned China Steel Corp. is look- 

. ing at a BC site for a C$2 billion integrated 


steel mill. BC has long sought an investor for 
a major steel mill and the pro-business pro- 
vincial government is eagerly courting the 
project, though it will face a major battle 
with environmentalists. 

The project planning is still at a early 
stage, with China Steel also considering 
Malaysia and Australia as possible sites, but 
BC is regarded as the front-runner. A major 


. . attraction of Canada, apart from ready 


sources of low-sulphur coal and water, is 
that China Steel would be able to enjoy 
100% ownership of its investment. Australia 
and Malaysia do not offer that carrot. The 
group is setting up a permanent office in 
Vancouver. 

The second project — and the one more 
likely to go ahead according to analysts — 
involves Yuen Foong Yu Paper Manufactur- 
ing Co. (YFY), Taiwan’s largest paper maker. 
The company wants to construct, or pur- 
chase, a large pulp mill in North America. 

YFY has been looking at sites in both 
Canada and the US, though it is now be- 
lieved to be focusing on Alberta and possi- 
bly BC. YFY announced earlier this year that it 
would finance its North American expan- 
sion through a US$100 million Eurobond 
issue (REVIEW, 10 Aug.). EE 
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Unemployment is set to rise in South Korea 


— solutions 


III ie me e m m m n MÀ 


outh Korea's labour market is in the 
midst of rapid change, as employ- 
ment growth slows in the manufac- 
turing sector while the service sector booms. 
But neither workers nor government po- 
licymakers seem prepared for the coming 
revolution in South Korea's job market. 
Everyone from government officials to 
labour union officials worries about blue-col- 
lar jobs moving overseas. With domestic in- 
vestment frightened off by higher costs, la- 
bour militancy and currency appreciation, 


' fears have focused on the possibility that the 


manufacturing base will shrivel. 

Parts of it are already withering. Textiles, 
clothing, footwear and toys — the backbone 
of South Korea's exports in the 1960s and 
1970s — lost 24,000 jobs last year despite a 
third consecutive year of 12% economic 
growth. This year, with the economy ex- 
pected to expand at a more moderate rate of 
7-8%, and with many of these tradition- 
al labour-intensive industries bearing 
the brunt of the slowdown, job erosion 
will be even more rapid. 

The 1980s saw a huge 
boom in the manufacturing 
workforce, which: . swelled 
from just under 3 million at the 
beginning of the decade to 
almost 4.7 million in 1988. 
Now, however, employment 
| growth in manufacturing has 


MODE stalled. After growth of 676 


in 1987, the rise in manufac- 
_ turing employment slowed to 
an anaemic 0.776. last year. 
Worse, manufactur 
ployment actually dropped 
ji 3% in the first quarter, com- 
doe pared to a year earlier, accord- 
N istry of Labour 











"We are concerned that 
businesses moving abroad 
might cause a hollowing effect 
in manufacturing which 
would result in a higher un- 
employment rate,” says an of- 
ficial in the manpower division 
of the Economic Planning 


Unions fret that the com- 
bination of disappearing jobs 
and greater automation will 
weaken their position. “The la- 
bour movement in South 
Korea will go through a very 
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tough peri says Phee Jung Sun, 
an official with the Metal Workers Fed- 
eration. “We are in a very weak posi- 
tion.” 

But these worries miss the mark. Blue- 
collar jobs are going begging in South Korea. 
The unemployment rate for middle school 
graduates, who take many production jobs, 
fell from 1.2% in the fourth quarter of 1988 to 
1% in the second quarter of this year. The 
conviction last month of three manufactur- 
ing companies on charges of hiring illegal 
aliens was one measure of how tight the job 
market is for blue-collar employees. The 
companies said that they were unable to 
find South Korean workers who would 
work in their Seoul factories for wages that 
were reportedly between Won 200,000 
(US$303) and Won 300,000 a month. 

"Workers don't want to work as produc- 
tion workers," says Lee Won Duck, an ana- 
lyst at the government-funded Korea La- 
bour Institute. "There is a strong preference 
for white-collar work." 

The export of low-paying manufacturing 
jobs should be cause for congratulations, not 
alarm. There are, in fact, two bigger prob- 
lems for South Korea's labour market. Will 
there be enough technically skilled workers 
to fill the increasingly demanding jobs in 
South Korea's factories? Will there be 
enough jobs, especially in the service sector, 
for the huge crop of college graduates — and 
will they be trained for them? 

To help fill the gap in the factory work- 
force, the Ministry of Trade and Industry 
plans to open two job training centres this 
year and three more next year. That may be 
too little, too late. 

Labour experts estimate that the econ- 
omy will need to create about 2 million jobs 
over the next five years, with nearly half of 
them for college graduates. These students 
are graduating with high expectations — but 
little in the way of marketable | skills. “The 
voice of college students is very strong,” 
says the Korea Labour Institute’s Lee, re- 
flecting government worries about the po- 
tential political problems of high unemploy- 
ment among college graduates. “It is going 
to be a big problem.” 

Unemployment is already climbing 
among this group. Their unemployment 
rate rose to 5.4% at mid-year from 4.1% at 
the end of last year. That is almost twice the 
overall rate of 2.4% and the situation is not 
likely to improve in the near future. Many 
major business groups are reported to be 
planning to cut hiring of college graduates 
by 5-10% in this autumn’s hiring round. 
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California's brain gain 


alifornia has a long history of de- 

pendence on Chinese labour. In 

the last century, Chinese were em- 

ployed as railway workers and fruit 
pickers. 

Today, California's dependence is of a 
very different kind. Without their Chinese 
engineering talent, many of Silicon Valley's 
hi-tech firms would simply collapse. 

Although there are no statistics on 
Chinese engineers working in Silicon Val- 
ley, an educated guess puts their number at 
around 10,000. Chipmaker Intel, one of the 
Valley's biggest employers, reckons that 30- 
40% of its engineers are foreign born, a large 
majority of them Chinese. The percentage of 
Chinese at newer firms like high-flying 
Chips & Technologies is even higher. 

Some of them come from mainland 
China and Hongkong, but the bulk of these 
engineers are from Taiwan. In celebration of 
this predominance, Chips & Technologies 
held a huge firework display at its San Jose 
headquarters on 10 October, Taiwan's Na- 
tional Day. Why should such a relatively 
small island be responsible for such a large 
fraction of Silicon Valley's skilled workforce? 

The answer lies in the island's tradition of 
emigration to the US. Until recently, Taiwan 
has been unable to provide either sufficient 
post-graduate courses at its universities or 
enough employment for holders of higher 
legrees. Motivated by the Confucian regard 
or education, bright students come to the 
JS to complete their studies. Many of them 
ire offered jobs and stay on. 

Since the early 1980s, Taiwan has been 
iending more students to US universities 
han any other country. And the number 
continues to rise. In 1986 it was 23,770 (com- 
yared with 13,980 from mainland China and 
10,710 from Hongkong); in 1987 it had risen 
o around 26,000. 

(The focus on the sciences appears to be 
elf-perpetuating. At elite US schools like 
he University of California, Berkeley — 
vhere over 25% of the freshman intake is 
10w Asian — the children of Asian immi- 
ants continue to opt in disproportionate 
tumbers for science and engineering 
ourses. 

There are several reasons why engineer- 
ng should be so attractive to Chinese. Prime 
mong them is language, explains Steve 
au, president of Eastquest, a market re- 
earch firm. "Scientific language is univer- 
al" he says, "Chinese can comprehend 
2chnical language.” In subjects like psy- 
hology, by contrast, language skills are 
ruch more important. 

Language is a differentiating point be- 
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tween Chinese and Indians — the second- 
largest group of immigrant engineers in Sili- 
con Valley. At Intel, which since 1983 has 
run a special programme to help foreign- 
born employees integrate, experience has 
shown that, perhaps because of their lin- 
guistic ability, Indians tend to be more out- 
spoken than Chinese. 

In addition to speaking a different lan- 
guage, Chinese immigrants also come from 
a different culture. Since this automatically 
puts them at a disadvantage, Lau says, it is 
important for them to pick a field in which 
they can excel. Determination*to prove 
themselves often drives Chinese engineers 
to work harder and longer hours than their 
native-born counterparts, a tendency that 
has made them very popular with employ- 
ers in the Valley. 

In overcoming cultural barriers, hi-tech 
industries in general and electronics in par- 
ticular fit the bill because, by definition, they 
are not hidebound by tradition. Over the 
past 20 years, there has been continuous de- 
mand for talent in such industries, a de- 


mand which continues unabated. 


In addition to simple supply and de- 
mand factors, as Bill Sun, president of the 
Chinese Institute of Engineers, points out, 
there is also a strong affinity between the ar- 


. chetypally entrepreneurial Chinese and the 


Silicon Valley start-your-own-company/be- 
your-own-boss style. Indeed, Sun reckons 
that there are around 200 (mainly small) 
companies run by Chinese-Americans in 
the Valley. 

As well as a preference for being in 
charge of their own destiny, there is also a 
second reason why many Chinese decide to 
go out on their own. That is the recognition 
that they cannot hope to gain promotion 
beyond a certain level within a US company. 

"There's definitely a block," says Sun, 
"the US is still a majority White society." To 
succeed at higher levels of US management, 
self-assertiveness and communications 
skills become increasingly important. Both 
are attributes that Chinese engineers tend to 
lack. 

The existence of this block explains why, 
over the past three or four years, many 
senior Chinese expatriates have begun to ac- 
cept jobs in Taiwan. Men such as Hunan- 
born, Taiwan-educated Leonard Liu, a 20- 
year IBM veteran who earlier this year swap- 
ped his position as general manager of the 
computer company’s Santa Teresa labora- 
tory for one as president of the Acer group of 
companies. œ 

Although a patriotic desire to give the 
homeland a helping hand undoubtedly 
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motivates people like Liu, financial induce- | 
ments also play a significant role in persuad- | 
ing expatriates to return. Yii-Der Chuang, | 
director of the science division at the Taiwan | 
Government's outpost in Silicon Valley, | 
says that attempting to reverse the brain 
drain has been official policy for many years. 

However, he says that it was not until 
Taiwanese industry was ready, willing and | 
able to offer higher salaries and stock op- - 
tions that expatriates with hi-tech skills 
started to trickle back to the island. The ree | 
cent appreciation of the NT dollar against its | 
US counterpart has also helped make up | 
their minds, Chuang adds. 

Chuang's office is one of several prime 
points of contact that connect Taiwan with 
Silicon Valley. The organisation plays the | 
role of matchmaker between companies 
looking to establish transpacific joint ven- 
tures. It also publishes a newsletter listing 
new technologies and investment oppor- 
tunities that it has unearthed. 

The Chinese Institute of Engineers is | 
another such point. Although its primary 
focus is to improve the professional deve- 


Chips' building: Taiwan dependency. 


| 
| 
| 
lopment of its members within the US, | 
every other year it holds a joint one-week | 
seminar with its Taiwan counterpart, send- | 
ing some 60 Chinese-American professors 
of science and engineering to lecture on the 
island. | 
The institute has chapters in New York, | 
Dallas, Cleveland and Seattle. But with | 
around 900 members, the (San Francisco) 
Bay Area chapter — which encompasses 
Silicon Valley — is thep organisation's 
biggest. Many of the foreign-born among | 
these engineers would probably be glad to | 
return to their native land. Luckily fosUS hi- | 
tech industry, however, accustomed to ae | 
higher quality of life in the US, their wives | 
will not let them. B Bob Johnstone | 
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BUSINESS AFFAIRS 


he recent turmoil in China arising 
from the democracy movement of 
April-June marks a turning pointin 
the country's political and eco- 
nomic development. The immediate politi- 
cal crisis seems over; the government has re- 
gained control over public life. Yet political 
and social tension remain high, and the gov- 
ernment lacks popular support and the abil- 
ity to manage the national economy. 

The political crisis has jeopardised 
China's economic reform. Similarly, it has 
put in jeopardy Hongkong's future, China's 
diplomatic relations, and in particular, 
China's relations with the international fi- 
nancial community. 

Premier Li Peng and Vice-premier Yao 
Yilin have gained control of economic 
policymaking. Both favour a Soviet-type 
central planning system rather than a mar- 
ket economy. Despite promises to maintain 
reforms and the "open door" policy, many 
reforms have been slowed or suspended. 

Since late July, Peking has launched a po- 
litical campaign attacking private entre- 
preneurs while also trying to impose tough 
administrative control over foreign trade, fi- 
nance, investment, and fiscal expenditures. 
These policies are likely to widen the exist- 
ing institutional gap between the Chinese 
economy and market economies, worsen- 
ing China's investment environment and its 
international standing. 

From 1978-88, China enjoyed economic 
growth of about 12% a year. But GNP fell 
around 8% and 5.4% in the second half of 
1988 and first half of 1989, respectively. In- 
dustrial productivity is deteriorating, while 
shortages of capital goods, energy and raw 
materials have worsened. Inflation is high 
and the central government's fiscal deficits 
have reached more than Rmb 100 billion 
(US$26.86 billion). To cool the over-heated 
economy, Peking raised interest rates, sus- 
pended many investment projects, and 
tightened control over fiscal expenditures, 
without much effect — "stagflation" had set 
in before the mid-year crisis. 

The current conservative trend is likely to 
deepen the economic crisis. Political repres- 
sion has increased tension between the gov- 
ernment and society. To reduce this tension, 
the government will have to bring down in- 
flation and improve the supply of consumer 
goods. But the present policy of administra- 
tive measures and subsidies will not only in- 
crease the fiscal deficits but also reverse price 
ne setting back efforts to increase pro- 

uction and improve efficiency. 

The campaign against the private sector, 











Li Peng: Soviet-style planning. g 


which now plays a large role in industry, 


agriculture and commerce, will not only 


exacerbate the economic slowdown but also 
worsen the supply of consumer goods. 

The turmoil has affected China's rela- 
tions with the world. Most OECD nations 
have reduced their exchange programmes, 
suspended sales of military technology and 
frozen economic aid. Major economic pow- 
ers like Japan have deferred loans. In the 
near future, many nations may not be will- 
ing to provide China with much conces- 
sional loans and economic aid. _ 

China lacks an effective decision-making 
mechanism. to respond to these changes in 
the international market. New political cam- 
paigns have discouraged professional man- 
agers from making strong efforts to ap- 
proach the international market. Business 
connections with Hongkong, through 
which China conducts more than 40% of its 
foreign trade, have been damaged. 

China's exports in recent months have 
fallen, while imports, especially of con- 
sumer goods, continue to rise. Peking has 
toughened controls on imports of consumer 
goods and on foreign-exchange spending. 
Yet local authorities, enterprises, and indi- 
viduals hold a lot of hard currency, so these 


The current conservative trend is 
likely to deepen the economic 
crisis. Administrative measures 
and subsidies . . . will set back 
efforts to increase production 
and efficiency. 
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No banker’s darl ing 


By Guocang Huan 


:4 new policies are unlikely to be effective. 


Earnings from tourism, which averaged 
more than US$2 billion a year in the past few 
years, will not recover quickly. Meanwhile, 
China's trade deficit is rising and may reach 
US$11 billion by year-end. —. 

To finance the trade deficit, China may 
be forced to seek short-term commercial 
loans abroad. But its ability to do so has 
declined sharply. The international banking 
community has been alarmed by China’s 
turmoil — credit rating agencies have low- 
ered China's rating. Some commercial 
banks have stopped giving China special 
treatment and have raised interest charges. 
Raising low-cost funds will be difficult in 
future. Over the past 10 years, China has 
borrowed more than US$40 billion from 
abroad. Many of these loans will mature 
soon. If there are no policy changes, China 
will face a serious debt problem. 


oreign investment has been affected 
by current conservative policies. 
Some foreign firms have pulled out, 
others have been reluctant to make 
further commitments. About 40% of China 
overseas investment comes from Hong- 
kong. If Peking continues its current polices 
and the economy worsens, they will proba- 


. bly pull out. 


Hongkong has been China's doorway to 
the international market, channelling ex- 
ports out and investment and technology in. 
China has also become a major investor in 
Hongkong, but the recent turmoil has dis- 
rupted growth in the colony. 

At present, Peking is readjusting its eco- 
nomic policies. It has begun to offer fiscal 
and financial benefits, including lower tax 
rates, greater market access, and better sup- 
ply of raw materials and energy, to those 
foreign corporations which have remained 
in China. Local authorities may be able 
to convince the central government to 
intervene less. Nevertheless, it is unlikely 
that any policies will significantly change 
China’s political and economic fundamen- 
tals or its relations with Hongkong. 

As for the international banking com- 

munity, most banks will base their lending 
to China on five key variables: 
P China's political risk. Many overseas ob- 
servers believe that the Chinese leadership 
is a transitional one, likely to fall soon before 
or after Deng Xiaoping's death. Whether 
China will be able to avoid turmoil or even 
civil war during the succession is an open 
question, as is the kind of government that 
will emerge. 
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is unlikely to see stable economic growth in 
the near future. The government has been 


unable to manage the national economy ef- | 


fectively. Limited resources are available for 
the government to improve China's infra- 
structure. Without further reform of the 
economy, there will be no mechanism by 
which efficiency can be improved signific- 
antly. The shortage of capital and consumer 
goods will continue; inflation may be eased 
by tough administrative measures; the fiscal 
deficit will remain high. In short, economic 
performance will remain poor. 
> The institutional gap between China and 
the market economies. The current leader- 
ship is determined to reverse many reforms 
of the past 10 years. Whether it will succeed 
will depend on the power balance and com- 
petition between the central government 
and local authorities as well as between the 
state and society. However, at least in the 
foreseeable future, many key reforms will be 
delayed or suspended; the private sector 
will be restricted; foreign-involved enter- 
prises will be constrained by new political 
doctrine, and local authorities will have less 
autonomy than before. Central planning 
rather than market mechanisms will domi- 
nate China's economic system — in short, 
the institutional gap between China an 
market economies will widen. | 
> China's ties with the industrial demo- 
cracies. The World Bank recently decided to 
resume its projects in China; and the Asian 
Development Bank gave China a US$100 
million loan in August. The Japanese Gov- 
ernment is considering similar moves. Yet, 
unless China alters its repressive policies, it 
will be difficult for OECD nations to improve 
their ties with China. A general “wait and 
see” attitude towards China will prevail. 
» China's position in the international mar- 
ket. China's ability to increase exports, es- 
pecially manufactured goods, will remain 
weak; tourism is unlikely to recover easily; 
the trade deficit will widen. For many multi- 
national corporations, China's political risk 
and economic uncertainty may be unaccept- 
able. If OECD nations continue to suspend or 
reduce their aid and loans, China will soon 
have serious international-payments dif- 
ficulties, reducing its ability to raise funds 
abroad. D 
China is at a historical turning point. Its 
political crisis has jeopardised China's work- 
ing relationship with the international finan- 
cial community, which is unlikely to be re- 
paired easily under the current leadership. 
Should this leadership be replaced by a 
reform-minded leadership, after Deng/s 
death, China will have another chance to 
-ontinue the reform. The real task for the in- 
ernational financial community is to pre- 
sare for the post-Deng era. a 
3uocang Huan is senior fellow of the Atlantic 
-ouncil of the US and an assistant professor at 
-olumbia University, 
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> China's economic fundamentals. China 
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Deregulation has boosted NZ telecommunications 


Ringing the changes 
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By Colin James in Wellington 
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as NZ$10 (US$5.92) from any distributing 
shop; three years ago you could only hire 
one and the Post Office was the sole 
supplier. Long-distance calls now cost about 
40% of the 1986 charge in real terms and the 
average household telephone bilbis one-fifth 
lower. 

These are the most visible aspects of the 
deregulation of telecommunications in New 
Zealand over the past two years. Now the 
government is pushing through legislation 
to deregulate most of the radio communica- 
tions spectrum. 

Telecom Corp. — which was hived off 
from the Post Office Department in April 
1987 as a stand-alone commercial corpora- 
tion and now to be privatised — has smar- 
tened up its image under Peter Troughton, 
a former engineer brought in from Britain 
two years ago, 

Among the benefits for business, which 
makes most long-distance calls, was a slash- 
ing of charges. Troughton says long-dis- 
tance charges are still 30% higher than 
needed. Car-phones range from below 
NZ$500 compared with NZ$3,000 two years 
ago. Faulty equipment is replaced over- 
night. Residential users have seen dramatic 
improvements in responses to service in- 
quiries and faults complaints. 

Taking his cue from independent US 
telephone operators, Troughton carved the 
old organisation into profit-oriented arms, 
including eight new venture companies, 
some of which are joint ventures. Cosy 
equipment-supply arrangements have been 


abruptly rewritten. Staff numbers have 


dropped 30%; more will go over the next 
year. In Wellington, 85% of lines are in- 
stalled by independent contractors, most of 
whom are former staff. Lines and equi 
ment are being modernised: 90% of the net- 
work will be digital by 1991, compared with 
only 25% in 1988. 

Troughton’s guiding principle is to meet 
all competition head-on, only limited by the 
Fair Trading Act, which forces Telecom to 
connect competitors offering long-distance 
services to its local networks on the same 
terms as its own long-distance company. 
Telecom is already talking with one in- 
tended long-distance competitor and about 


to start talks with another which proposes to 
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use an Australian satellite and offer intema- ~ 
tional services, and possibly local networks. 
Troughton says software expo 


and Wireless he calls “grossly fat." | E. 
Postal services have also been partly de- _ 


regulated. New Zealand Post (NZ Post), the 
now-commercial mail unit of the Post Of- — 


fice, retains a monopoly on basic letter post, . 


to ensure national coverage. But from De- . 
cember, the fiercely competitive courier 


business will be allowed to carry other mail 
down to 200 g and letters below that weight 
for a minimum price of NZ$1.75 — 4.5 times 
the NZ Post basic letter price of 40 NZ cents 
— reducing to 80 NZ cents over the next two 
years. NZ Postis barred from cross-subsidis- 
ing competitive operations from its pro- 
tected. service and must hold price rises 
below inflation. 

Management of radio communications is 


to be handed to the Commerce Ministry. 


Users will be able to acquire something akin 
to a land right fora specified frequency for 20 
years. Incumbent users will have three years’ 
use without rental and the right to buy full 
right to the frequency at that time at the 
highest tender price. The rights will be 
tradable and sub-leasable through licences. 

An exception will be the VHF television 
spectrum, where the state-owned TVNZ 
(which has two channels) and the one-chan- 
nel private operator, Television 3 (TV3), 
which starts broadcasting next month, will 
retain for eight years’ frequencies already al- 
located by the Broadcasting Tribunal. 

UHF television frequencies, at present un- 
used, will be tendered from December. 
Mobile telephones will be deregulated early | 
next year, FM band radio frequencies in June 
and AM band in September (with some fre- 
quencies reserved for public service and spe- 
cial interest radio). The government will 
control frequencies subject to international 
agreements. 

. But the success of deregulation depends 
on ensuring real competition. One potential 
snag is mobile phones, where there are only 
enough frequencies for two competitors ina 
highly lucrative business for which bids are 
likely to be very high. This could result in a 
high-priced duopoly. 


There are doubts, too, agout the regulat- — 


ory mechanism, which falls to the Com- 
merce Commission. Bruce Slane, a lawyer 
who heads the Broadcasting Tribunal, says 
that control over ownership is likely to | 
weak unless there is domination or mark 
competition rules are clearly breached. œ 
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possibility. He would like a crack at the regu- . 
lated, costly Australian market. And Cable 
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Hot and bothered 


n unexpected jump in the con- 
sumer price index in July has wor- 
ried the economy's managers at the 
| Bank of Thailand (BOT). The index 
.. rose 1.3% for the month — the food compo- 
nent rose 2.2% — pushing the year-on-year 
rate up to 6.2%, far higher than the tar- 
get ceiling of 5%. 

By September, the question was how to 

^ slow things down, since some prices were 

» jumping by much more than 5-676, and cón- 
sumer spending was soaring. Consumer 
imports doubled in the year to 30 June, the 
BOT reports, and Thai Farmers Bank says its 
personal lending was growing at an annual 
rate of 3096. The trend also showed up in 
vehicle sales, which accelerated to 124,291 
units over January-August — 39.475 higher 
than that in the same period last year. 

The consumer boom is the product of 
many factors. Rapid growth in exports, high 
commodity prices and strong tourism re- 
ceipts have all put money in people's poc- 
kets. The strong inflow of foreign capital 
chasing stocks and property has ensured 
steady liquidity and taken upward pressure 
off interest rates. Although the government 
has been a net repayer of offshore debt, pri- 
vate-sector borrowing from abroad has roc- 
keted and could reach Baht 80 billion 
(US$3.1 billion) in 1989, according to some 
estimates. Moreover, broad money was 
growing at about 22%, compared with 18% 
at the beginning of the year. 

On top of all this, government projects 
worth several billion baht, which were 
budgeted for fiscal 1988-89 (ended 30 Sep- 
tember), have been delayed. This has re- 
sulted in easier financial-sector liquidity, as 
have Baht 3.7 billion of early redemptions of 
government bonds. ^ 

Taking all these factors into account, the 


BOT apparently believes that what is needed 


Company results 


% change 






is a clampdown on consumer lending by 
banks, rather than a relaxation of the 15% 
ceiling on bank lending rates. 

Meanwhile, growth continues to be not 
only strong, but also surprisingly cross-sec- 
toral. Bangkok Bank's assessment of mid- 
year figures predicted a 9.7% GDP growth 
rate. Agriculture, which was expected to 
grow by only 2% this year, grew by a sur- 
prising 4.8%, owing to bigger harvests and 
higher prices. | 

Construction was the strongest sector at 
mid-year, expanding 2076 despite tight 
supplies o€ construction materials. In the 
first half, cement sales rose 31.476, and steel 
bars 22.176. 


Factories, meanwhile, were mostly run- 


ning at full capacity, says Bangkok Bank. At 
the end of May, the government's industrial 
output index was up 2976 on a year earlier, 
with both domestic and external demand 
strong. Producer prices were rising at 4.476 
below the 10% plus pace of a year earlier. 


3 change. : Dividend | 
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The number of applications to the Board 
of Investment fell in the first half, but this 
was more than offset by an increase in the 
size and quality of investments involved. In 
the eight months to end-August, new appli- 
cations numbered 735, compared with 1,272 
last year. But the stated value of the applica- 
tions rose 8.4% from the previous year. 
Japan slightly led Taiwan in the number of 
applications. Some 404 of the new applica- 
tions represented companies intending t 
export over 80% of output. t5 | 

The:829 projects approved were only 
slightly fewer than the 889 approved in Jan- 
uary-August 1988. This suggests that invest- 
ment will remain strong throughout next 
year. 

As expected, trade was strong: exports in 
the six months to June grew at an annual 
rate of 19.8% and the six months’ total was 
32% higher than in the first half of 1988. But 
imports were growing at an annual rate of 
20.9% and were 30% higher than the half- 
year total of 1988. The mid-year trade deficit 
at Baht 62 billion was growing at a rate of 
22% over the end-1988 figure. 

Nevertheless, Thailand’s financial posi- 
tion is still reasonable, despite the level of 
consumer imports. The balance of pay- 
ments showed a Baht 55.9 billion surplus in 
the first half, 38% above the end-1988 figure. 
International reserves including gold hit 
US$8.75 billion, up 43% from a year earlier, 
and equivalent to 4.3 months of imports. At 
the end of May, the commercial banks’ net 


‘offshore position had risen to a deficit of 


US$735 million. 

Government finances were also in solid 
surplus in the first 11 months of the fiscal 
year. Revenues, excluding borrowings, hit 
Baht 274.5 billion, while expenditures were 
Baht 267.2 billion. Treasury reserves reached 
Baht 41.54 billion. u Paul Handley 
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Our Intermodal Trans- 





portation Concept Assures 





From the Far East to a department store 
half way around the world. Hapag-Lloyd 
— the journey ends where it should — with- 
out any detours. Our logistics help you to 
reach deadlines. In the country of origin 
each item is loaded into its correct place 
within the container and when it arrives, 
we can immediately arrange for the on- 
ward distribution to the department 
stores at the requested time. This com- 
plete service is due to our flexible con- 
tainer logistics which saves costs and 
storage space. We guarantee reliability! 

Overseas transport with Hapag-Lloyd 


Great Advantages — Even 
To Small Teddy Bears! 


lir 


means a wealth of experience. We serve 
140 ports with 17 services offering you 
direct, punctual and reliable sailings 
according to schedule. We offer you 17 
different container types — for every kind 
of cargo. We deliver your container wher- 
ever you require it — virtually worldwide. 
With over 500 freight offices, agents and 
sales offices you will be able to contact a 
Hapag-Lloyd office locally, and when 
necessary we are available for you 24 
hours a day. Fherefore, it is not only the 
Teddy Bear that arrives on the shelves at 
the right time. 


LONDON 
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The Symbol Of Reliapility 
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«COME THROUGH 
WITH FLYING COLORS 


The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

you'd like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. . 
Lucky-Goldstar. 


* Chemistry and resources 
eConsumer and industrial electronics 
*'[rade, finance and engineering 
*Public services 


LUCKY 


LGI PR: Yoido PO. Box 699, Seoul, Korea. Phone (02) 785-5694  * 
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The Commerzbank report on German business and finance 


Is inflation in the industrial coi i int r 


rearing its head again? 


The first half of 1989 saw 
prices climb markedly in the 
industrial nations, which is by 
no means unusual during a 
strong upswing, when capac- 
ity utilisation is very high and 
the labour market is tight, Yet, 
in fact, the rise in inflation was 
primarily due to special fac- 
tors. Nonetheless, there is 
some question whether the 
upswing can be maintained 
into the 1990s without a re- 
surgence of inflation. 

In cyclical terms, similar- 
ities exist between the pres- 
ent situation and the end of 
the last upswing in 1979/80, 
when inflation gathered con- 
siderable momentum, prompt- 
ing the central banks to step 
on the brakes, which trigger- 
ed a global recession. Have 
we reached the same point 
once again? 

Today, demand is exerting 
upward pressure on prices, 


and growth in the OECD 


countries has been strong for 
some time-mirroring the 
situation in 1979/80. Indus- 
trial capacity utilisation is 
even higher now in Europe 
and Japan and has almost 
reattained its 1979/80 level 
in North America. While 
Europe’s unemployment is 
higher today, the jobless rate 
in Japan and the U.S. is 
roughly at its 1979/80 level. 


Changed attitudes 


One important difference 
relates to wage settlements. 
Current pay rises are well 
belów the sharp increases of a 
decade ago which sent unit 


Commerzbank in East Asia: Hong Kon 


labour costs soaring. While the 
effects of stronger employ- 
ment growth and, in some 
cases, substantial cuts in 
unemployment are being felt, 
wage rates are climbing only 


marginally. It is an open ques- 


tion whether the unions have 
learned from the past that 


The outlook for inflation 
Consumer prices, change on year in. % 


1988 


excessive pay demands i 
crease unemployment, and 
have altered their approach, 


or whether their fairly moder- 
ate claims merely reflect - 
lower inflationary expecta- 


tions. At all events, the pres- 
ent upswing will depend on 
continued moderation in 
wage settlements. 

Another reason to believe 
that history is not about to 
repeat itself is the shift in the 
emphasis of economic policy 
towards containing and re- 
ducing inflation. In the late 
1970s, central banks, anxious 
te support the upswing, 
accommodated high growth 
of nominal demand. Al- 
though an expansionary mon- 


changed | 


No. 10/89 





ies 


etary policy was adopted to 
dampen the dollar’s de- 
cline and offset the repercus- 
sions of the October 1987 
stock-market crash, a correc- 
tion was soon made, and-in 
contrast to the late 1970s-it 
occurred at a time when infla- 
tion rates were still low. This 





timely: response was intended 
to check inflation without 


causing a recession. 


Fiscal . -policy has also 
‘radically. The 
courses being steered in 


Europe and Japan are much 


more. prudent now: govern- 
ments have reduced their 
budget deficits as a share of 





GNP Indeed, some nations 
such as Britain and Japan are - 





running surpluses. The U.S. is 
the big exception, however, 
with significantly higher bud- 
get deficits than a decade ago. 
But the process of deficit 
reduction is making headway 
there, too; by 1990 the deficit 
in GNP terms should be 
roughly half as large as in 
1985/86. 

Another marked differ- 
ence between the late 1970s 
and now is in the area of raw 
materials prices, which vir- 
tually doubled between 1978 
and 1980, primarily due to 
soaring oil prices. In 1990 as 
well, raw materials will prob- 
ably be much more expen- 
sive than they were in 1988, 
yet the average increase will 
be about 20 96. 

All in all, the current signs 
do not point to a fresh surge 
in inflation at the start of 
the 1990s. And the financial 
markets seem to share this 
view, as the flat-and in some 
cases inverse-yield curves 
show. 

In the medium term, too, 
the chances are good that 
inflation can be kept under 
control. Deregulation in the 
Western economies has 
spurred competition, and 
the completion of Europe's 
Single Market should also 
boost competition in its 
member states, thus helping 
to keep inflation in check. 
However, this presupposes 


that the rise of protectionism 


can be stopped. Undoubt- 
edly, a firm commitment to 
free trade by. the major in- 
dustrial nations. would help 
secure price stability. 
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Fun and gains in Bangkok 


arton Biggs — the man whose 

word has the specific gravity of lead 

— seems to be the latest victim of 

Thai sanuk. Sanuk means "fun," but 
as a Thai philosophy of life it is much more 
than a simple noun. The Morgan Stanley 
chief called a dump on the Bangkok market 
at the end of September, which Shroff 
predicts is going to prove to be one of his 
more memorable lapses of judgment. Some 
US$150 million in new mutual fund money 
is poised to enter the market; foreigners, 
especially Japanese, are scrambling to buy 
quality foreign-board scrip; and Biggs tells 
his people to let their stocks go. 

He argued that with historical p/es at 23 
and 1989 prospective p/es at 20, the market 
gave him acrophobia. Based on a less-than- 
mature trading and political environment, 
an alleged sharp fall-off in foreign invest- 
ment, and the fast run-up this year, he told 
his audience to reduce their former 4% Thai- 
land weighting to cash. 

This is a decidedly short-term view. First, 
analysts closer to the market put 1989 pros- 
pective p/es at 15 when the Securities Ex- 
change of Thailand index was at 700-710. 
This favours Thailand over Singapore and 
Malaysia. Although infrastructure is a prob- 
lem, the country is creaking along and will 
not implode; growth next year should still 
be 7-8%. A fall-off from last year’s invest- 
ment frenzy still represents an increase from 
the level of two years ago, and the quality of 
investment is rising quickly. 

Moreover, the shortage of quality scrip, 
and the number of players trying to get in, 
should have told Biggs that any correction 
would be short-lived. Morgan Stanley made 
the sell call on 25 September, when the 
index was at 700 and 12 days after it had 
peaked at 725. The index fell to 668 and im- 
mediately moved back towards 700. Biggs’ 
customers were unlikely to have been agile 
enough to get back in. 

Biggs was out there alone in not under- 
standing sanuk. For one, he fell for Finance 
Minister Pramual Sabhavasu’s comment 
that a capital-gains tax on share trading was 
under consideration. 

At par value, that statement is frighten- 
ing. But seen as part of Pramual’s tantrum 
upon being left off the high-powered infla- 
tion-control committee . . . well, you have to 
look closely at the cultural side. Pramual was 
just showing who's doing something and 
who's not. 

Nobody denied it, but that is just the 
technocrats having their fun. They wanted 
to scare a few nimble in-and-out punters. 
And hypersensitive Pramual looked good 
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with the short correction. It was a case of the 
dog barking at the chickens. He might bite, 
and he might just make noise. Thai dogs do 
not really like to eat live chickens, though. 

Sanuk on another level also confused 
Biggs: a mid-September speech by Bank of 
Thailand governor Kamchorn Sathirakul 
in New York. Kamchorn's sombre, spiritual 
message, from which Biggs quoted at 
length, was that Thailand has to follow the 
middle path and avoid extremes. 

Sanuk for Kamchorn is maybe only 
slightly more exciting than a coma, and one 
could forgive Biggs for taking theepeech asa 
warning of a deliberate growth slowdown. 
But everyone knows Kamchorn is a medita- 
tive chicken to Pramual's noisy dog, and 
truly enjoys putting a damper on politicians' 
excitement. A year ago Kamchorn was 
saying growth was running at 7% when 
everyone else was putting it at 10-1196. 

The casualties in the sanuk game were 
acai to be the punters from Wen 


No sense of fun 


and Hongkong creating instability in the fi- 
nancial markets and jacking up real estate 
prices. Not acrophobic Biggs. 

Fast money is a serious problem, how- 
ever. There is little likelihood of Pramual's 
capita-gains tax. What is in the making, 
Shroffs sources say, is a tax on imported 
capital which will be refunded if the money 
stays in the country fora long time. 

8 Paul Handley 


South Korean investors have been quick 
to spot the potential of the Emerging Eastern 
Europe Fund, launched at the start of Oc- 
tober by Londpn-based fund manager Tyn- 

dall Holdings together with merchant bank 
S. G. Warburg. 

. Seoul scored a diplomatic breakthrough 
when it forged formal ties with Hungary 
earlier this year and various South Korean 


FAR EASTERN ECONOMIC REVIEW 


EU 
Kd 
zm 
E 
< 
f^ 
m 
m 





companies such as Samsung have declared 

a "big interest" in doing business with East- 
ern Europe (REVIEW, 18 May). Some appear 
to be viewing the Tyndall-Warburg fund as 
a means of gaining an entrée. 

The US$250-million vehicle (known 
rather awkwardly as the E3 fund) is aimed at 
professional rather than individual investors 
and is not an emerging stockmarkets fund in 
the ordinary sense, for the simple reason 
that there are no functioning stockmarkets 
in Eastern Europe. 

Instead it will invest via direct equity in- 
vestments, joint ventures or in "term loans 
with equity features." This mixed-menu ap- 
proach is essential to accord with local eco- 
nomic structures in countries such as Yugos- 
lavia, Poland, Hungary and Bulgaria. 

The bulk of the E3 fund (US$200 million) 
is reserved for "debt" investors — banks and 
others who wish to swap non-performing or 
poorly performing loans into "potentially 
higher yielding securities with expected 
residual value." In other words, they will 
swap debt for some of the 20-million ordi- 
nary shares of US$10.70 each (including ini- 
tial charges) to be issued. 

The local-currency proceeds from swap- 
ping the foreign-currency debt for local cur- 
rency (at a discount) will be invested in va- 
rous ventures by the E3 fund. Creditors 
who have swapped into fund shares can 
then expect a dividend based on the for- 
eign-currency earnings of the ventures — 
and to sell their shares at a premium at 
some stage. 

The first call on dividends belongs to 
holders of the US$50 million of cumulative 
preferred shares. Cast investors are offered a 
90 cents a share annual dividend plus war- 
rants to subscribe for further shares after 
three years, up to the 10th and final year of 
the fund. South Korean and other Asian in- 
vestors are expected to buy "several million 
dollars" worth of these shares. 


Both shares and warrants are expected to _ 


be listed on the London Stock Exchange 
within two years. Meanwhile, shares will be 
redeemable on the basis of matched trades. 

The Bermuda-based fund expects to be fully 
invested within 18 months. 

This is just the first of many such invest- 
ment vehicles which will appear now that 
ecogomic reform in countries oua as Po- 
land and Hungary has tak 

"The death of commuhism pra Eastern 
Europe] is likely to be a protracted affair,” 
declares the investment memorandum. But 
that still leaves scope for a few capitalist i in- 
vestors to manoeuvre astutely around tHe 
moribund body politic. i Anthony Rowley 
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BUSINESS AFFAIRS 





BANKING 


 Malaysta's Bank Bumiputra ts rescued again 


Twice in a lifetime 


or the second time in five years, 

the entire shareholder capital of 

Malaysia’s second-largest commercial 
bank, Bank Bumiputra Malaysia Bhd 
(BBMB) has been wiped out as a result of 
imprudent property lending earlier in the 
decade. 

But unlike 1984, when BBMB came near to 
collapse under the weight of M$2.26 billion 
(US$859.5 million) in loans to the Carrian 
Group and other Hongkong property 
speculators, the bank's current problem de- 
rives from domestic lending, including 
loans to companies associated with Umno 
Baru, the dominant party in Malaysia’s rul- 
ing coalition. 

On 6 October, BBMB announced a M$1.22 


billion increase in bad-debt provisions for- 


loans made prior to 1985 when the current 
management took over. The huge provision 
turned a M$168 million operating profit for 
the year ended 31 March, 1989 into a loss of 
M$1.06 billion. | 

BBMB immediately submitted a restruc- 
turing plan drawn up in conjunction with its 
90% shareholder, Petroliam Nasional (Pet- 
ronas), to Bank Negara (the central bank). 
Subject to approval, the bail-out package 
will include a reduction of shareholder 
funds in line with BBMB’s accumulated loss- 
es, the conversion of loan stocks held by Pet- 
ronas into bank equity and an injection of 
fresh liquidity. 

The M$929 million of shareholder capital 
wiped out by the provisioning exercise will 
be replaced by new shareholder funds of 
M$1.15 billion, according to BBMB executive 
director Mohamed Said bin Mohamed Ali. 
This "timely" exercise, said Fi- 
nance Minister Datuk Paduka 
Daim Zainuddin, will put BBMB 
on a firm footing for the future. 

Ironically, the bank public- 
ly admitted the extent of its 
problems at a time when the re- 
vival of Kuala Lumpur prop- 
erty prices is in full swing and 
the value of collateral held by 
BBMB is improving. BBMB has al- 
ready had some success in re- 
covering loans made before 
1985, collecting gome M$1.7 bil- 
lion in previously troubled out- 
standings. 

According to both bankers 
and industry analysts, Bank 
Negara thought it more pru- 
dent to allow BBMB to book 
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BBMB head office: 


debt provisions 


uncollected loan and interest payments 
as income over the past three years rather 
than to force the bank to make loan-loss 
provisions within a 12-month period as 
guidelines stipulate. They suggest Bank 
Negara did not want to risk undermining 
public confidence in Malaysia's battered 
banking system by revealing the extent of 
idees: od LOU EIAS 

“Bank Negara allowed BBMB to show two 
years of profits before announcing the ex- 
tent of past problem loans," said Mochtar 
Pamin, an economics professor at Univer- 
sity of Malaysia. "They have done this to 
show people that the bank isn't so bad after 
all." | 

In 1984, BBMB emerged at the centre of 
Malaysia's biggest banking scandal to date, 
one that included several continuing crimi- 
nal and civil trials and the murder in Hong- 
kong of a whistle-blowing bank employee. 
Two leading Umno politicians, then deputy 
prime minister Datuk Musa Hitam and fi- 
nance minister Tunku Razaleigh Hamzah, 
were named in a report on the affair written 





aisi; 


imprudent investments. 
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by the then auditor-general. Its Hongkong 
merchant banking unit, run virtually au- 
tonomously by two BBMB directors, lent 
heavily to George Tan, the chairman of the 
now-defunct Carrian Group who is await- 
ing trial in the territory, and to another prop- 
erty speculator named Kevin Hsu. When 
the Hongkong property market collapsed 
in 1982-83, the borrowers reneged on their 
obligations, forcing BBMB into virtual insol- 
vency. 

Then, as now, the Malaysian Govern- 
ment was unwilling to let BBMB go under. 
The bank controlls M$20 billion in assets, an 
estimated 19% of all domestic commercial 
banking assets. Further, it was set up in 1965 
with the politically sensitive task of channell- 
ing funds to bumiputra (indigenous Malay- 
sian, mainly Malay) businessmen. When 
the extent of BBMB's difficulties became 
known, the Malaysian Government ar- 
ranged for cash-rich Petronas to inject fresh 
capital into the bank and to buy up bad and 
doubtful loans made by the Hongkong sub- 
sidiary. 

While BBMB did not provide any details 
about its latest batch of non-performing 
loans, analysts said that roughly half of the 
amount provisioned is probably related to 
two major Kuala Lumpur property develop- 
ments. The first is the Putra World Trade 
Centre, an Umno-owned convention centre 
and office complex in Kuala Lumpur where 
the Commonwealth Heads of Government 
Meeting starts on 18 October. In September 
1983, BBMB lent M$200 million for the project 
and since that time, according to documents 
released in a legal suit, Umno has neither re- 
paid any principal nor made interest pay- 
ments. 

A second troubled project is Shahzan 
Tower, a Kuala Lumpur office block owned 
until earlier this month by the Pahang State 
royal family. Analysts said that unpaid 
debts resulting from a M$50 million loan for 
the project early in the 1980s now amount to 
roughly M$120 million. 

The remainder of BBMP's non-perform- 
ing loans were made for smaller office and 
housing projects, said analysts. 
“Ten million here, 20 million 
there, can add up over five 
years," noted one. "But with 
the property market recover- 
ing, BBMB should be at least able 
to get its principal back." 

If no other party emerges to 
share equity in the new BBMB, 
the restructuring exercise could 
sap Petronas of as much as one- 
third of its estimated 1989 pre- 
tax profits. But with BBMB's 
books shorn of any more sur- 
prises, a strong national market 
share and a valuable domestic 
branch network, one or several 
suitors could easily be found, 
should the Malaysian Govern- 
ment agree. af 
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PROPERTY 


Taipei's soaring real estate prices spark street protests 





two-year real-estate boom is threaten- 

ing to disrupt the smooth develop- 

ment of Taiwan's economy and has 
become a hot political issue in the run-up to 
national elections, due in December. 

House prices in Taipei have risen by 
250% over the past two and a half years, 
prompting street protests by civic organisa- 
tions which have forced the government to 
adopt emergency housing measures. 

Meanwhile, companies have responded 
to the rise in property and land prices by 
moving their headquarters out of Taipei and 
their factories overseas. Recently, Taiwan's 
leading computer firm, Acer Corp., said it 
would move its head office to a Taipei sub- 
urb. 

Civic housing groups say the govern- 


ousing squeeze 


ment has not done enough to protect the 
public from the machinations of the big con- 
struction and insurance companies, which, 
they claim, are manipulating the property 
market. Government critics point out that 
Taiwan’s real-estate market is largely un- 
regulated and that real-estate brokers are not 
licensed. 

The housing market has developed into 
a tug-of-war between speculators, who buy 
and sell houses at a rapid pace, and owners, 
some of whom hoard vacant apartments 
as future security against climbing costs. 
Apartments, which are pre-sold in Taiwan, 
sometimes change hands four or five times 
before they have even been built. 

According to government figures, 
£40,000 new units are needed each year, 
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though only 100,000 are being built. The 
shortfall, however, may be less of a problem 
than it appears. Apartments are often 
bought simply for investment purposes and 
left vacant. 

Brokers say the price climb has been so 
steep in recent months that many owners 
have decided not to let their flats because a 
tenant would limit their freedom to sell. 

Recent protests have been fuelled by 
the once docile middle classes. Although 
Taiwan has no problem with homelessness 
(75% of families own their homes), young 
middle-class consumers are increasingly un- 
happy that their long-cherished goal of buy- 
ing their own home is being frustrated by 
the property price boom. 

In addition, people fear that the real-es- 
tate boom will create inequality. Taiwan is 
proud of its history of economic equality, 
which is rooted in the land reforms of the 
1950s. 

But the property boom is expected to 
make landowners richer and tenants poorer. 
Statistics already suggest that the income 
gap has widened over the past two years. 

The property boom is rooted in the huge 
money-supply growth of the past three 
years and the lack of adequate investment 
alternatives for Taiwan’s cash-rich investors. 
But the problems have been exacerbated by 
the red tape which ties up land develop- 
ment in Taiwan (REVIEW, 26 Jan.), and 
economists complain that the government 
has no master plan for land use. 

In the past, economic planners focused 
almost exclusively on economic growth, ig- 
noring the political and social repercussions 
of their policies. 

As a result, the government has once 
again been thrust into the role of crisis man- 
ager, offering loans for home buyers and 
adopting an emergency housing. 

Under the plan, which was drawn up in 
mid-September by the Council of Economic 
Planning and Development, 50,000 housing 
units will be built for low-income families 
over the next two years, with another 170- 
200,000 units for middle-income families 
coming up over the next four years. The 
plan also calls for “new towns” to be built to 
relieve Taipei and Kaohsiung. The new 
towns will be designed to attract businesses 
and will also include low-cost housing. 

The government will spend about NT$50 
billion (US$1.96 billion) on constructing new 
housing over the next two years, according 
to the Ministry of Interior, and will allocate 
another NT$40 billion over three years for 
housing loans. 
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“The plan is basically a quick reaction to 
the housing movement. It’s not a com- 
prehensive set of policies" said Wang 
Hong-kai, a professor at National Taiwan 
University's Building and Planning Institute 
who also serves as an adviser to a housing 
pressure group that calls itself Snails With- 
out Shells. 

Government planners appear to ac- 
knowledge that verdict. They say that other 
measures are in the works, such as a restruc- 
turing of the land tax to help dampen specu- 
lation. But past efforts at curbing land 
speculation have had mixed results, and fur- 
ther measures will face intense public 

Meanwhile, planners face two imminent 
problems. Taipei, home to one-quarter of 
Taiwan's population, is severely over- 
crowded, and its transport, education and 
law enforcement systems are already under 
tremendous strain. 

Critics of the government say that the 
new towns are unlikely ease this pressure 
because they will not provide many of the 
services people want. 

Planners also face the awkward task of re- 
zoning agricultural land for housing — a 
legal process made arduous by the huge 





Taipei apartments: income gap. 


number of agencies and interests involved. 

The rise in land prices will have further 
serious repercussions in the business sector. 
Many companies are expected to pass on 
the high costs of land and buildings to their 
customers in higher prices. On top of that, 
the government is due to buy land for sev- 
eral projects over the next two years, further 
inflating the money supply. 

Other companies, however, are reaping 
the benefits of their land holdings by selling 
off assets. As a result, the xal performance 
of Taiwanindustry has been masked by com- 
panies recording massive extraordinary 
gains from their land sales. This in turn has 
fuelled the climb on the stockmarket, where 
the prices of companies with land holdings 
have become hugely inflated. a 
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AVIATION 


-~ Macau tycoon Stanley Ho buys half a cargo airline 


ins all-cargo airline Air Hong- 
pe kong (AHK) received a substantial 


boost to its confidence on 4 October, 
with a HK$350 million (US$44.9 million) 
package of new capital and commitments to 
preference shares over the next two years. 

The funding, which is intended to allow 
the airline to expand its fleet and develop 
> new routes, comes from Macau tycoon 
.. Stanley Ho, best known for his casino and 
tourism empire, Sociedade de Tourismo e 
Diversoes de Macau (STDM). 

The deal gives Ho a 5076 stake in the air- 
line, and though this is his first venture into 
aviation, he is not generally known for back- 
ing losers. Ho's business interests include 
Hongkong-Macau jetfoil, ferry and ship- 
ping services run by his Hongkong-listed 
Shun Tak Enterprises, property develop- 
ment and — through STDM — a stake in the 
development of an international airport in 
Macau. 

Ho now becomes chairman of AHK 
through Shun Tak's acquisition of new is- 
sued ordinary capital for HK$150 million, 
plus a commitment to take up two tranches 
of preference shares for HK$100 million 
each in 1990 and 1991. AHK can redeem the 
preference shares, which carry an annual di- 
vidend of 676, by 1995 — otherwise they will 
automatically become ordinary shares. 

AHK was coy about revealing recent re- 
sults, offering only figures already an- 
nounced in February. At that time, it said its 
single Boeing 707 freighter was operating 
about 300 hours a month, that it had begun 
earning net profits in July last year after only 
six months of operating its own aircraft, and 
that profits of HK$1 million a month had 
been achieved during the 1988-89 winter 
peak airfreight season. 

Since then, AHK has sold and leased back 
its aircraft, leased a second 707 and begun 
the time-consuming and delicate process of 
seeking government designation for sche- 
duled services on the 15 routes for which it 


now holds approvals from Hongkong’s Air 


Transport Licensing Authority. 

AHK was set up in 1986 by three Hong- 
kong businessmen: Thomas Tsang, Tenly 
Lai and Cedric Chan. Tsang, the airling pre- 
sident who originally held 80% of the com- 
pany, is an accountant with experience in 
consultancy and advisory work with Hong- 
kong’s Cathay Pacific Airways. 

Lai and Chan, who held 10% each, both 
came from the telecommunications market- 
ing and engineering fields. They look after 
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gineering departments re- 


AHK's commercial affairs, 
and operations and en- 


spectively. 

The trio began cautiously 
in December 1986 by charter- .&à —;-- 
ing 707s from the Civil Avia- — € 
tion Administration of China ; 
to carry freight from Hong- — 
kong to Peking and Shang- 
hai. The second stage of 
the company's development 
came in» February 1988, | 
when the first of AHK's own 





Cathay's toes — its two 707s run on the. 
same routes as Cathay's 747 freighters, and 
the belly space in the rest of its all-wide-body 
fleet represent little threat to the much larger 
carrier. 

But upgrading to 747s would inevitably 
invite retaliation from Cathay, either in the 
form of objections to AHK's designation on 

Cathay's routes or through 
z the use of Cathay's far great- 
| er resources and market 
» power to nee the new- 
comer out. 

For AHK, which starts its 
first scheduled route to Man- 
chester later this month, the 
new cash presents an oppor- 
tunity to expand to cope with 
a burgeoning airfreight mar- 
ket. The Hongkong market 
alone is forecast to expand at 
8% a year for the next five or 
six years, while the Asia- 


aircraft started work on cargo. Pacific and European areas 
charters. (ap are tipped to increase at 

The injection of new capi- | ‘Ho: 1 profitable. 13% and 7.5% a year respec- 
tal thus represents a third tively. 


stage, and should enable AHK to TRN more 
and larger aircraft. The 707 has a maximum 
capacity of 41 tonnes, and Tsang has men- 
tioned the possibility of obtaining 100-tonne 
capacity 747s in future — though these or 
any other large freighters are in. short supply 
at present. 

However, there could be pablo So 
far, AHK has been careful not i Hee? on 


For Ho, his stake represents a venture 
into a new and potentially very profitable 
business, plus perhaps an airfreight outlet 
for Macau's new airport in 1994. And some 
time in the future, in what was almost a 
throwaway line from Ho during the AHK 
deal's announcement, there is also the pos- 
sibility of expanding into passenger ser- 

m 


vices, 
5 





AGRICULTURE 


India seeks hy brid seed breakthrough 


Seed money 


iberalised Indian Government policy 

l on seed production has awakened 
foreign interest in the potentially 

huge Indian market for hybrid seeds. Sev- 
eral foreign joint ventures have already been 
set-up to fill the technology gap in this 
hi-tech area since the government began 
to allow the import of seeds and knowhow. 

The new government policy, announced 
in September 1988, provides quite liberal 
terms for foreign tie-ups, including equity 
participation. Initially these new ventures 
can import hybrid seeds, but within two 
years the foreign partner must transfer the 
technology to the local operation. 

India first acquired foreign seed technol- 
ogy in the mid-1960s. But for a long time it 
remained confined to vegetables and flow- 
ers. Over the past few years, however, In- 
dian policy has undergone rapid change, be- 
coming increasingly more liberal. 

Since April 1986, several tie-ups have 
been approved involving such foreign in- 
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dustry majors as Seedtec International, 
Northrup King, Cargill, Pioneer Overseas 
Corp. Dehl Gren (all from the US), 
Zaadunie, (Netherlands), and Pacific Seeds 
(Australia). 

The Indian Council of Agricultural Resear- 
ch, among others, have long been working 
to develop seeds suitable for the country’s soil 
and climatic conditions. Success with high- 
yielding seeds in cereals played a decisive 
role in India's green revolution in the 1970s. 

But development of hybrid seeds has 
proved to be a tougher assignment. The 
government believes the import of foreign 
technology at this stage will supplement In- 
dian research. 

With the Indian seed market estimated at 
Rs 3 billion (US$180.2 million) last year and 
expected to record a yearly 15% growth, 
there is considerable scope for new invest- 
ment. The seed production target for 1989- 
90 is 1.17 million tonnes or twice the level of 
1985-86. n Jayanta Sarkar’ 
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BRIEFING 


fran and Japan agree on 
compensation for project 

» Iran and Japan agreed to liquidate an 
18-year-old petrochemical project at Bandar 
Khomeini that was halted by the Iran-Iraq 
War. Iranian officials said that the Mitsui 
group would pay compensation of ¥131 
billion (US$919.9 million), half the project's 
cost. Almost 5076 of the compensation 
would go to repay Iran's debt to the 
Export-Import Bank of Japan and other 
Japanese banks. Mitsui had also agreed to 
buy US$300 million of oil from Iran and to 
supply up to US$500 million of oil-industry 
equipment on long-term credit, they added. 
Tokyo said it was thinking of resuming 
economic assistance to Iran after the 
agreement. 


India Fund to make 

large new offer 

> The India Fund, an investment trust 
quoted on the London Stock Exchange, has 
invited shareholders to subscribe for £40 
million (US$64.2 million) of new shares. 
This follows a strong rise in fund shares 
from 90p at the start of the year to 224p 
currently. They are now ata slight premium 
to their net asset value of 206p a share, 
reflecting an international appetite for funds 
invested in India. The Unit Trust of India, 
the investment manager, considers that 
potential uncertainty before the Indian 
elections and a flurry of rights issues by 
Indian companies will enable the fund to 
acquire shares without undue delay. 


Indonesia to raise 

domestic airfares 

» Indonesia's Minister of Communications 
Azwar Anas confirmed that the 
government will raise domestic airfares by 
at least 2076. Private carriers have been 
clamouring for a fare rise so that they can 
fund investment in new aircraft. The fares 
were last adjusted in 1982. In September, 
the government announced it would 
revoke a long-standing policy of restricting 
ownership of jet engine aircraft to the 
state-owned national carrier Garuda and 
allow private airlines to fly jets on domestic 
routes. The private carriers have said they 
cannot operate jets economically at existing 
fare levels. 


Indonesia to ban 

sawn teak exports 

> Indonesia will add sawn teak to its list of 
wood products that cannot be exported. 
The ban, which is to go into effect in early 
1990, is a response to local furniture makers 
who complain that the state-run forestry 
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company Perhutani has been exporting 
large quantities of teak, creating a domestic 
shortage. In the early 1980s Indonesia 
banned the export of logs and last year 
banned the export of raw and semi-finished 
rattan. Industry sources say that timber 
tycoon Bob Hasan, who chairs the 
sawmiller's association, wants to discourage 
the export of other sawn products to 
strengthen manufacturers of finished wood 
products. | 


Taiwan expands memory- 

chip production capacity 

> Taiwan's semiconductor maker Vitelic 
Corp., with offices in Hsinchu, Taiwan and 
Silicon Valley, has broken ground on a 
US$39 million wafer-fabrication plant for 
speciality memory chips. Vitelic will use 
technology licensed from OKI Electric 
Industry of Tokyo to produce up to 10,000 
6-in. wafers a month by the end of 1991. The 
new facility will be Taiwan’s fifth full-sized 
water fab. Texas Instruments and Taiwan's 
Acer also recently announced a joint 
venture to set up a fab next year. 





Burma awards onshore 

oil contract to Yukong 

> Burma has awarded a 25-year 
production-sharing contract to Yukong of 
South Korea for oil and gas exploration and 
production on an onshore block. More such 
contracts will be awarded shortly to other 
foreign firms for other onshore blocks, 
according to Energy and Mines Minister 
Rear-Adm. Maung Maung Khin. This is the 
first approval for foreign participation in an 
onshore contract in 27 years. The 
government is also likely to resume 
awarding production-sharing contracts to 
foreign firms fer offshore exploration, 
suspended since 1977, according to official 
sources. 
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New Taiwan airline 

places giant orders 

> Evergreen Airways, an offshoot of 
Taiwan's giant diversified Evergreen 
Group, on 6 October placed orders and 
options for its first aircraft worth up to 
U583.6 billion. The company, set up as a 
privately owned rival to the state-owned 
China Airlines, expects to operate 
international passenger services and is 
thought to be already looking at routes to 
Singapore and Australia. Evergreen's 
orders were for four long-range Boeing 
747-400s with options on another four, two 
medium- to long-range Boeing 767-300ERs 
With two options, and 14 medium- to 
long-range McDonnell Douglas MD11 
trijets, of which six are firm orders. 
Deliveries are due to run from 1992-97. 


South Korea discloses details 
of huge west coast projects 

> The South Korean Construction 
Ministry has released the detailed plans of 
President Roh Tae Woo's promise to 
develop the west coast. Seoul says that Won 
22.3 trillion (US$33.53 billion) will be spent 
on highways, industrial estates, ports, 
airports and other infrastructure over the 
next 12 years. More than 9095 of the funds 
will come from the government or state- 
owned enterprises. The development is 
designed to facilitate trade with China and 
to pump funds into an area which has 
lagged the rest of the country. 


Sanwa Bank buys stake 
in a Malaysian bank 


> Sanwa Bank, Japan's fifth largest, has 
bought a 15% stake in Bank of Commerce 


Bhd (BCB) of Malaysia fromeFleet Group, 

the first direct investment by a Japanese 
commercial bank in a Malaysian bank. 
Sanwa's representative in Kuala Lumpur, 
Tadahiko Kanayama, said they will provide 
full banking services in Malaysia through 
BCB, with emphasis on foreign-exchange 
services. Sanwa also has a joint venture 
with Malaysia's Commerce International 
Merchant Bankers. 


Hongkong approves new 
airport and port project 

9 Hongkong Governor Sir David Wilson 
on 1] October announced the long-awaited 
decision to build a new airport and enlarged 
port facilities. The airport is to be built west 
of Lantau island at Chek Lap Kok (REVIEW, 
5 Oct.), and the project will be handled by a 
new airport authority. Total cost to the year 
2006 at current prices is set at HK$127 billion 
(US$16.3 billion). 
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BUSINESS AFFAIRS 





STOCKMARKETS 


* aa u Manila’s wake turns into a party a a a Hongkong gains ground a a a 
Bangkok s bulls are back u a a foreigners bring life to Singapore w a a thin and slow 
in Seoul and Taipei a a a Tokyo eyes the yen in — ending 10 October a u u 


In a week of thin trading, the market 
remained flat. Daily volume dropped to 
average a mere 8.2m shares a day, 

worth Won 193b (Us$290.2m). Tight 
liquidity and a flood of rights issues and 
initial public offerings combined to keep 
the market from advancing. Lucky- 
Goldstar International dropped 12.5% as 
did electronics manufacturer Inkel. 


Trading was dominated by the progress 
-of the yen, with shares ending the period | 
X little changed. Large-capitalised heavy 
“industrials were dull, but smaller 
—^' companies gained. The Second Section 
. hitnew highs, with Sodick rising ¥380 to 
¥2,580 and Sony Magnescale up ¥580 at 
¥3,240. Daily turnover averaged 811b 
shares worth ¥1.5t (Us$10.53b). 


Despite unremitting nervousness, the 
market struggled continuously higher in 
generally subdued but active trading. 
Overseas institutions were the buyers, 
while locals repeatedly took profits in the 
holiday-shortened period. Daily volume 
"averaged 761m shares worth HK$1.354b 
—  (US$173.6m). Swire Pacific A rose 70 HK 
"K$W cents to HK$17.30. 


The slump continued, as uncertainty 
remained over when the SEC will 
implement the new 7% price fluctuation 
limits. A technical rebound later in the 
period brought prices back as bargain 
hunters emerged. Average daily turnover 
was down at NT$92.22b (Us$3.58b). Wei 
Chuan Foods fell NT$25 to NT$130, but 
Asia Polymer rose N1$17.50 to NT$134. 


The market lost ground as interest rates 
rose and the Australian dollar held 
steady. Turnover fell to 543.8m shares 
worth A$938.9m (Us$736.4m). Traders 
arbitraged, as the spot futures contract 
reached a 60-point premium to the 
physical. ANZ lost 14 A cents to A$5.74 as 
merger speculation was quashed. Bond 
Corp. fell 5 A cents to 25 A cents. 


with Wall Street's record highs jolted the 
market back to life, with prices rising 
broadly. Volume swelled to average 
93.24m shares a day, worth $$197.7m 
(US$100.6m). Property stocks were in 
favour; DBS Land rose 35 cents to $$2.88 
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Buoyed by stronger overseas markets and 
foreign interest provoked by the weaker 
kiwi dollar, the recovery burned brightly 
but briefly. The bears had returned by the 
end of the period. Fletcher Challenge fell 
26 NZ cents to NZ$4.95, while Brierley 
Investments rose 6 NZ cents to NZ$2.26. 
Volume totalled 49.3m shares worth 
NZ$121.8m (Us$71.6m). 


Investors were cheered by the hope that 
USE Compas index. soo ge the 27 Oct. budget would generally 
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favour business. Prices closed mostly 
higher and volume rose to average 

46.91m shares a day, worth M$93.31m. 
(Us$34.7m). Foreign-owned Public Bank 
shares, quoted separately, closed at 
M$2.22 — a 9.9% premium. Kamunting 
rose 8 M cents to M$1.56. 
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The correction bottomed out with the 
index at 668, and staged a strong recovery 
to the 690-700 range. Blue chips were 
stable while speculative stocks attracted 
renewed interest. Turnover was a solid 
Baht 2.2b (U5$85.4m) a day. Charoong 
Thai recovered Baht 46 to Baht 305. iFCT 
was up Baht 10 at Baht 156. Siam Cement ` 
climbed Baht 160 to Baht 5,426. 


The market reacted sharply after the 
previous week's rise. Government- 
controlled institutions, whose buying 
fuelled recent gains, were unable to stem 
the decline. Tisco, which shot up to Rs 
1,295 (US$77.78) on rumours of steel price 
rises, lost Rs 80 to close unchanged at Rs 
1,215. Reliance dropped Rs 9 to Rs 97, but 
Colgate rose Rs 3.75 to Rs 181.25. 


The Dow Jones Industrial Average 
managed a series of record highs, despite 
waves of profit taking. Weaker than 
expected Sept. employment figures 
suggest there may be room to cut interest 
rates, even though European rates are 
rising. Volume, depressed by Yom 
Kippur and Columbus Day unofficial 
holidays, averaged 155.9m shares a day. * 


As the troublemaking ability of Marcos’ 
loyalists beggn to wane, prices shot up, 
with the index rising 10.8% in three days. 
Foreign investors led the charge, with 
locals quickly joining in. The expected 
New York listing of a Philippine Fund 
also provided a boost. Daily volume 
ges ~ averaged 597m shares. Ayala Corp. rose 
CODOIEMAWIIAS ON  PlO(d6US =) to P52.50. 
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No other airline gives you as much as Delta. 

Delta flies nonstop from Seoul and Tokyo to 
Portland, Oregon. We have thru-flights from Taipei 
to Portland. Plus convenient round-trip service 
between Taipei and Seoul. 

Along the way, we'll treat you to Delta's award- 
winning personal service. With multilingual Flight 
Attendants and Wide-Ridé TriStar comfort. 

In America, our Portland gateway is an easy 
connecting point. 
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The customs and immigration facility is de- 
signed to speed you on your way, faster than at 
most other West Coast gateways. And Delta profes- 
sionals are at every gate, ready to help. 

Together, Delta and The Delta Connection* 
reach more than 250 cities worldwide. With over 
3,900 flights a day. That's more than any other 
airline system. 

So next trip, fly Delta. When you add it all up, 
it's a valuable exchange. 


DELIAAIRLINES — | 
MéLoveloFlyAndlItShows: 


Contact Delta's Reservations Office. Tokyo: Tel: 213-8781 "Osaka: Tel: 243-2525. Nagoya: Tel: 561-6161. Okinawa: Tel: 61-9696. 
Guam: Tel: 477-8843. Sydney: Tel: 262-1777. Seoul: Tel: 754-1921. Taipei: Tel: 551-3656. Manila: Tel: 859-215/816-1126. Hong Kong: 
Tel: 265-875. Jakarta: Tel: 310-1351 or 310-1412. Kuala Lumpur: Tel: 232-4700. Auckland: Tel: 793-370. Singapore: Tel: 337-1730 
or 337-1731. Bangkok: Tel: 233-0566. Bombay: Tel: 244-068. 


Delta Connection flights operate with Delta flight numbers 2000-5999. 


© 1989 Delta Air Lines, Inc. 





FarEastern Economie Reserve your 


"MI 1990 Diary 


Now, as a privileged reader, you can reserve the 
Review's 1990 Pocket Diary at a 1096 savings. 


The Pocket Diary 

With a total of 168 pages this exceptionally slim (just 3/8") diary features a 
13-month, week-at-a-glance format and is bound in rich black bonded | 
leather covers. Stylish and convenient, the diary also features 36 pages of 
useful international business and travel information plus additional pages 
for addresses and notes, offering an unparalleled compendium of essential 
personal and business data. : 


Size:3 1/2" x 6 3/4" (8.75cm x 17cm) Code: 881 
Regular price:US$45 Now: US$13.50 





Matching Leather Wallet 

Slim and elegant in design, this handsome wallet - handcrafted in luxurious 
matching black cowhide leather - has five individual credit card slots, plus two 
billfold pockets and extra compartments for business cards, airline tickets and 
receipts. 


Size: 3 5/8" x 7 3/16" (9.2cm x 18.2cm) Code: 883 
Regular price: US$29-50 Now: US$26.55 








The Pocket Diary in a matching leather wallet, with room for cash and 
credit cards, make a perfect gift for you or your friends. We'll even 
gold-block up to four initials on the front. And, if you're sending 
the diary or wallet as a gift, we can dispatch them direct to the 
recipient and include an elegant gift card in your name, free. 


Code: 885 
Regular price: US$42:50 Now: US$38.25 
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ORDER FORM Q Please gold-block my initials. Four initials 
(Please return to: Review Publishing Co. Ltd., GPO Box 160, Hong Kong) maximum. gogg. 
Code Item i Q lenclose my cheque for US$ (pay- 
881 Pocket Diary (Black) 13.50 Dos NOME D able to Review Publishing Co. Ltd) in payment 
883 Leather Wallet (Black) 26.55 of my order. 


885  Diary/Wallet Set (Black) 98258 NIE 
Gold-blocking of initials Per item [500 ^ [t5 


Q Please charge my credit card: 
QVisa Q American Express Diners Club. 


























Packing/Handling Per item Card No: 
Add Optional Airmail surcharge (see below) Exp. Date: 
Total Amount of Order . 
Sianature: 
be SAT o ep A TC cae 
* Please allow 2 to 3 weeksfor delivery by airmail and 6108 (Please print in block letters) 
weeks for delivery by surface mail. (Despatch will start in early Address: 
October 1989). " 
OPTIONAL AIRMAIL SURCHARGE (PER ITEM) Te ae Te 
Drochict Codes .  @ Lenclose an additional list of gift orders to be 
u ; ; i le 
Destination [— 881,883. — | sent to friends/relatives, with the initials to be 
881, 883 gold-blocked on each. . 


US$3.00 US$6.00 
US$6.00 US$12.00 


“ene 


(J Please send gift card in the name of: 
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CHINA 
TELEX & FAX 


DIRECTORY 





Dx ar d and 





2. Geographical listings of 1 names «and 
numbers. 


3. Numerical listings o of telex numbers. 





answer backs. 


You can get this extremely useful book by simply conspleting the order 
form and sending it along with your Temenni to China Phone Book Co., 
lid, GPO Box 11581, Hong Kong © : A 

s w um m »— — mw  Á À — — m one 


‘To: China Phone Book Co., Lud. GPO Box 11581, 

i Hong Kong. ae l 

l Please rush me copy/copies of the China Telex and Fax Direc- 
tory 1989/90 as. indicated: ^ he | 


Name: EROS UE REBATE eae a TCU NEUEN RENDERE 
I Company: NUT TR RE cet ETUR utu uc ELE i 
I Address: OEE E —"— nee n — | 
Pee RENE: Il c | 
Og 1 ü China Telex & Fax Directory 1989/90 
us I i Price: Hong Kong — HK$175 + HK$10 for postage & packing i 
1 Elsewhere — US$32 (including airmail postage & packing) i 
- No of copies pubis gott: SERO net tol ae TOR ERR 2 
l EJ] ienclose 2... eee, in payment thereof i 
I (cheque pavable to The China Phone Book Co., Ltd.) i 
[] I prefer to charge nn to mv credit card (tick 
one): 
| Amex C] Diners [| MasterCard [] —  Visa[ ] i 
] Gard No: aaa Re eter . Expiry Date: 5 
pese whe Bic E N nat Oe Bi Ld LAU 
: ee a— ee O HM QNEM QUAM OS ee ee O a 


^ The China Phone Book Co, Itd isa wbolly owned subsidiary of 
J Review iia: Co., Ltd. 
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| Appointment 


Business International Asia/ . 

Pacific, the Hong Kong- : 

based Asian regional head- 
quarters of Business interne: ; 


tional, is looking for a . GLOBAL BUSINESS INFORMATION AND ADVICE | 


DIRECTOR OF RESEARCH AND CONSULTING 


Business International, part of the Economist Group, is the world leader in 
providing multinational corporations and. government agencies. with practical 
advice, analysis and information on political, economic and regulatory issues | 
and corporate practices in 130 countries. It does so through an integrated 

system of publications, counselling services, research, conferences and 
online databases. Business international, which incorporates The Economist 
intelligence Unit, provides these services to most of the world's. largest 100° 
companiese 


Busin ma 


Orel rr RU ALA —— ———————— 


The Director of Research and Consulting is responsible for the. coordination, 

production, and presentation of a variety of research. assignments for clients, 
who are top level managers in multinational companies. These assignments 
usually focus on strategy and organisation in an Asian context. The Director will 
be required to manage a group of country analysts and researchers, both 


|. in-house and in each of the Asian countries, 


| The successful candidate will have the following attributes: an excellent know- 


ledge of the Asian business environment; operating experience in business, 
preferably in Asia; demonstrated success in managing people; strong analytical, 
project management, writing, and presentation skills; and a problem-solving 
orientation. 


Knowledge: of one of the region’ s languages would be an advantage. 
Applications with fun curriculum vitae shouid be sent to: 


The Managing Director 
| Business international Asia/Pacific Ltd 
8 PO Box 385 
Hong Kong 


Fax No: 852-5-8853279 —— 


I ivestiment Opportunity ao 


| An exclusive and probably unrepeatable often, 


Few remaining beach. front houses and apartments in a sec: . OO EN 

luded managed property at Kamala Beach. Prices from US$ — 

75,000. Showhomes available. (OP isl 
Call Mr. William Pinsent of Phuket Land now.on 66-76- 321207 . = 
115/1 Kalim, Basics Phuket, Thailand; Fax 66-76-21381 2: Telex 69513 sps serv. 









Business Opportunity 





New Zealand printed circuit | | 






OIL WELL PARTNERS 








aed ae for sale, "wanted 
| smal ut — well equip- | 
ad, ueiegnr Teens | Raya s 
all Supplies- - | sugar A E E EES 
vices Ltd, Circuits House, 329 | | Equity acceptable in most cur- 
| rencies or commodities, 


The Mail, Onehunga, Aucke 
land, New Zealand. 









Full details Fax: Md, 369 1620 













Readers are rec sommended 
to make appropriate enquiries and take appropriate advice before gend- 
ing any money, incurring any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far Eastern Economic Review | 
shall not be liable to any person for loss or damage incurred or suffered | 
as a result of his/her accepting or offering to accept an invitation con- 

tained in any advertisement published in the Review. | E 
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Planner turned moneylender 


Dr Snoh Unakul, Thailand's favourite Bud- 
dhist economist, is back in the limelight. 
After five months of laying low, he has just 
taken up the post as chairman of the execu- 
tive board and deputy chairman of the 
board at Bank of Asia, located in the futuris- 
tic robot building on Bangkok’s Sathorn 
Road. Snoh had virtu- 
ally disappeared fol- 
— lowing his sudden res- 
ignation in April as the 
nation's top planner, 
the secretary general 
of the National Eco- 
nomic and Social De- 
velopment Board. His 
departure, due to 
major policy disagree- 
ments with the cur- 
rent hip-pocket, business-minded govern- 
ment, was seen as a blow to the forces back- 
ing more balanced, social-minded develop- 
ment and less free-wheeling capitalism. 

Also a former governor of the central 
bank, Snoh at 58 is not forsaking his plan- 
ning role completely for the life of a 
moneylender. Bank of Asia will undoubta- 
bly benefit from his continued behind-the- 
scenes role in directing the Thai economy. 
Besides having scores of protégés scattered 
across senior ranks of government techno- 
crats, he is expected to be more active at the 
Thailand Development Research Institute 
(TDRI), a semi-independent think-tank 
where he is chairman. TDRI has been drafted 
to take a major part in setting the agenda of 
Thailand's seventh five-year plan, from 
1991. Snoh, not one to dwell on past ac- 
complishments, is expected to have some- 
thing to say about the seventh plan during 
TDRI's annual conference on the economy in 
December. * 





Diplomat on air 


One of Australia's best-known diplomats in 
Asia, Richard Bronowski, is leaving the ser- 
vice after 25 years to take over Radio Austra- 
lia, the overseas broadcasting arm of the 
Australia Broadcasting Service. The 49-year- 
old Bronowski, who has been ambassador 
to South Korea for the past two years, has 
also served in Japan, Burma, the Philippines 
and Vietnam, where he was also ambas- 
sador. He hopes to use the new post to 
strengthen Australia's growing links with 
Asia. "There's a very strong need to project 
a more positive Asian-oriented image of 
Australia to the region," says Bronowski. 
"We tend to be uncertain about our image 
and the image we have is not always as posi- 
tive as we think it is." 

Outside of the embassy, Bronowski is 
known for his enthusiasm on the tennis 
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court and as a violinist who leads a string 
quartet in Seoul. The move back to Australia 
will reunite Bronowski with his wife Alison, 
who is returning from her posting as coun- 
sellor at the Australian mission to the UN. 


No guns, no goons 
As if he did not have a hard enough job al- 
ready, Asian Development Bank (ADB) pub- 
lic relations chief Reynaldo ‘Nandy’ Pacheco 
wants to do what may seem to be the impos- 
sible: turn the gun-crazy Philippines into a 
gunless society. As vice-chairman of Na- 
ture, an environmental group formed after 
the 1986 Edsa revolution, he is helping to 
launch a 1 million signature campaign to call 
governnfent attention to the need to remove 
weapons from private hands. 

"We may be free, but we are far from 
safe," says Pacheco, 57, a popular figure 
who has been with the ADB for 23 years. "As 
part-owners of this country, we want a so- 
ciety that is non-violent and gunless." 





The ADB man agrees that guns are proba- 
bly a bit removed from the normally ac- 
cepted issues of safe water, pollution and 
deforestation. But he and the organisation's 
500 members feel a gunless society is equally 
important in turning the Philippines into a 
safe environment. Although his campaign is 
not going to be announced publicly until to- 
morrow, he says a suburban Green Hills 
group has already donated car stickers 
which read: "No Guns, No Goons." 

Married with four children, Pacheco says 
he has never owned or fired a gun, which 
makes him almost an oddity in the society 
where banks advise clients to deposit their 
sidearms at the door. His wife Priscila is a 
member of the Reyes family, which owns 
the Aristocrat restaurant chain. 


Koreans move to the centre 

Ask Choi Ho how South Korea has man- 
aged to attract ethnic Koreans from all over 
the world, including those living in distant 
Soviet Sakhalin, and he would just smile, 


FAR EASTERN ECONOMIC REVIEW 


é 


saying "hard work." The dashing former 
sports editor of The Chosun Ilbo newspaper, 
now running a thriving advertising agency 
called Daehyun Enterprise Corp., has been 
one of the behind-the-scenes promoters of 
the first sports festival in Seoul that bought 
together hundreds of ethnic Koreans from 
all over the world, including China and the 
Soviet Union. 

From the Soviet Far East came about 150 
Soviet Koreans, bearing names like Pet- 
rovich Kang and Nikolaevich Han. The Ko- 
rean community in China sent about 120, 
Choi said, under the cover of visiting rela- 
tives, a reflection of Peking’s recent nervous 
relations with North Korea. 

However, the 53-year-old Choi said he 
was elated when the Soviet authorities al- 
lowed a Korean Air charter flight to land in 
Khabarovsk to pick up the Korean passen- 
gers, many of whom were visiting South 
Korea for the first time in their lives. 


A marriage made in heaven 
Malaysian broker Abdul Rashid bin Haj 
Mohamed Hussain, already one of Kuale 
Lumpur's best connected bumiputra en: 
trepreneurs, is entering into what could turr 
out to be a formidable business alliance. Ir 
January, the executive chairman of publicly 
listed Rashid Hussain Securities will marry 
Sue Kuok, daughter of Robert Kuok Hock 
Nien, the Hongkong-based, Johor-borr 
shipping, trading and hotel magnate. Such 
interracial marriages are relatively rare in the 
upper echelons of Malaysian society. 
Rashid's impending nuptials will be only 
the latest in a string of happy events for the 
42-year-old investment banker. Last De- 
cember, he successfully took his six-year-olc 
brokerage public. More recently, he quietly 
purchased an elegant new headquarter: 
building along KL's embassy row. Next, 
market talk has it, 
he may attempt to © 
broaden his under- — 
writing business by _ 
taking over a bank, a 
move where the Kuok 
family's financial clout 
could come in handy. 
Rashid and Kuok 
have more in common 
than their new family 
ties. While Rashid was 
born in Singapore, like Kuok, he spent 
much of his early life in Johor. Further, his 
first job in Malaysia after returning from 
legal training in London in 1976 was al 
Bumiputra Merchant Bankers. Both have 
connections with Finance Minister 
Daim Zainuddin, Kuok via, inter alia, the 
ysian-French Bank and Rashid as fa, 
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IHE FINE ART OF FLYING 


by Tabuchi. 


Ihe Liberty Iree 

by Tabuchi 

lo mark the 200th 
anniversary of 

the French Revolution, 
the Japanese artist 
labuchi, rendered 
the spirit of freedom 
as a vivid display of 
color and movement. 
Fly with us to France 
and help us celebrate 
an event of a lifetime. 
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HOTELS LETTERS 


MERIDIEN 





Lac 





Over 50 hotels on 5 continents. 


Nina Ricci designs the uniforms. 
Hermés supplies the bathroom 
amenities. Christofle silverware and 
Limoges china are found on our 
tables. Famous French chefs create 
our superb restaurant menus. The 
concierge is a source of all 
information and the latest 
technology supports the business 
traveller. New York, Bangkok, 


the Seychelles. Phuket and over 50 
other cities and resorts worldwide 
provide some stunning locations. A 
world of hospitality beckons and 
the service is courtesy of Meridien. 


Le 
MERIDIEN 


TRAVEL COMPANION OF AIR FRANCE 


Denial of a basic right 

Anthony Rowley in his interesting discu: 
sion on the "social clause" debate [INVISIBL 
HAND, 14 Sept.] mixes up two issues — lė 
bour rights and labour costs. 

In the EC, for example, hourly earning 
in Denmark are 700% higher than in Poi 
tugal. But Portuguese workers are not de 
nied their right to form unions and enjo 
other democratic labour rights as laid dow: 
in UN conventions. 

Those campaigning for a "social clause 
are not making the claim that all Asian work 
ers should suddenly earn what workers ii 
Japan, Europe and the US earn — thoug) 
domestic demand from well-paid Japanes 
workers has helped make that country ex 
tremely wealthy. 

The "social clause" campaign is based oi 
the simple belief that all workers should b 
on an equal footing when it comes to enjoy 
ing basic democratic rights. 

Most Commonwealth countries allov 
unions. This does not mean Indian wage 
are the same as those in Australia. But ii 
Malaysia, host to the Commonwealtl 
gathering, 85,000 workers in the electronic 
industry are denied the right to form a unio 
by government fiat. 

The "social clause” campaign is to extenc 
the right to join a union to Malaysian elec 
tronics workers. What they do with it after 
wards is their affair. But as long as these anc 
other workers are not allowed basic labou 
rights then the campaign for the "socia 
clause” — especially in Europe where then 
is a swing away from the “greed is all yi 
need" philosophy of the 1980s — will gro. 


in strength. DENIS MacSHAN 

International Metalworkers 
Geneva Federatios 
Hawke plays union-basher 


Correspondent Michael Malik wonderec 
why Australian Prime Minister Bob Hawke 
a former union leader and noted consensu: 
politician, would take such a strong strike 
breaking stance in the pilots’ dispute 
[7 Sept.]. 

The dispute, in fact, has given Hawk« 
a chance to dig himself out of a hole. Ar 
election must be held by the middle of nex 
year. By that time, the Labor Party mus 
show that its economic policies are working 
and that it has the strength and determina 
tion to continue to govern. Yet, the governi 
ment is faced by the possibility of a wage: 
explosion as unions break out of the pay ac 
cord. 

The pilots, by going on strike, gave Labo: 
the chance, with the least possible risk, tc 


show the increasingly anti-union public tha 
it could be tough with the unions. As already 
highly paid professionals the pilots were 
MES never going to get the support of any oth 


A For reservations, contact any Meridien hotel or Air France office, 
your travel agent or Meridien Reservations International at Hong Kong 852.3.66,.9%96; 
Singapore 65.733.28.78; Tokyo 0120.475.777 or Sydney 008.221.307. 
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THE FUTURE ..... Well be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


Were not just a steel company any more. 

NIPPON STEEL is taking off in new directions 

to meet the needs of a changing world. 

Building on our strong foundation of research 

ability, human resources. market knowhow, 

and the wealth of experience we have 

developed in designing. building, and operat- 

ing our major steel facilities. we are currently 

advancing into new areas of promising and 
expanding enterprises and technologies. 

Steelmaking and'steel-related engineering and 

construction will remain our mainstay, but you 

will see us às a full-range supplier of industrial 

| materials, and a corporation involved in 

uL E VA: wide spectrum « f new businesses. including 

| such fields as electronic equipment. informa 
E gion processing. and telecommunications 

F We are the new NIPPON STEEL — and we 

v plan to be part of your future — whatever your 

requirements are and wherever you may be 


NIPPON STEEL 


The resourceful company! 
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WestLB has the 
vision for success- 
ful corporate busi- 
ness. Worldwide. 


20 years of experi- 
ence in Corporate 

Finance, the solidity 
of a state bank and 


the leading role 
played by WestLB 
On this sound foun- 
dation, WestLB 
successfully com- 
bines classical prod- 
ucts with innovative 
solutions, applying 
the right mix of 


state-of-the-art tech- 
nology and personal 
creativity. That's why 
WestLB rightfully 
belongs at the top of 
your shortlist - from 
Corporate Finance 
and Investment 
Banking to Treasury. 


And thanks to à glo- 
bal network stretch- 
ing from Düsseldorf 
to New York and 
from Tokyo to 
London, WestLB 

is always waiting in 
the wings - wher- 
ever you operate. 


E Introducing the German bank that keeps an eagle eye on 


Head Office: Duüsseldor! 


Being. Hong Kong. London 
Luxembourg. Madrid, 
Melbourne. Milan, Moscow 
New York, Osaka. Paris, 

Rio de Janeiro, Tokyo, Toronto, 
Zutich 





WestLB 


The Westdeutsche Landesbank 





it would serve as a warning to other unions 
that the government was willing to play 
hard ball. 


Shanghai DOUG CLARK 


The enriching of Enrile 
. The article Enrile’s conglomerate [19 Oct.] 
.. onthe business empire of Philippine senator 


~~ Juan Ponce Enrile should have been written 


- by à non-Filipino. Rigoberto Tiglao is too 
— dose to the subject and for "safety" reasons 
-— cannot ask the embarrassing questions re- 
-. garding the real sources of Enrile's obscene 
wealth. 
It is no secret that Enrile and other Mar- 
. cos cronies enriched themselves at the ex- 
-. pense of ordinary Filipinos during the years 
of the Marcos dictatorship. How much 
money Enrile and his co-cronies made is im- 
possible to estimate, but the wealth they 
siphoned off from the nation's economy 
was enough to retard the economic growth 
. of the Philippines for years. 
(Although Enrile joined the People's 
Power revolution against Marcos, he is by 
|. no means a true believer in democracy as 
.. evidenced by his role as administrator of 
*: Marcos’ martial law regime in its early years. 
The recent alliance of Enrile, Salvador 
Laurel and other personalities does not bode 
well for the fragile democracy in the Philip- 
pines for two reasons: these people have 
much of the country’s 
their activities, and the people around Presi- 
dent Corazon Aquino are naive or incompe- 
tent or both. | 
As long as Filipinos such as Enrile con- 
centrate on increasing their wealth while 
70% of Fili pinos live below the poverty level, 
€ tio real peace in Philippine so- 
the New People's Army were 
appear tomorrow. 
Pasadena, eee 











EXPATRIATE FILIPINO’ 


Judge has best rating, bar none 
. In reference to Rodney Tasker’s obituary of 
. former Philippine president Ferdinand Mar- 
~ cos [12 Oct.]. While Marcos topped the 1939 
.. bar exams, reviewing for them while out on 
.. bail, he does not possess “a rating unsurpas- 
sed to this day." Supreme Court Justice 
Florenz Regalado holds that record. Before 
then, the record was held by Manuel Roxas 
- (president, 1946-48) and then by M. Man- 
-gaser. Even No. 2 record holder, Renato 
Dela Fuente (Regalado's San Beda Law Col- 
- lege classmate and Ayala corporate counsel) 
surpasses the record of Roxas and Mangaser. 
. Also, in the listing of Marcos cronies 
Tasker omitted to mention the former presi- 
. dent's friend Juan Ponce Enrile, his defence 
4 ister, now a senator and far wealthier 
san Roberto Benedicto, Rodolfo Cuenca, 
Ricardo Silverio and Hermino Disini. 
TOMAS GOMEZ 
Philippine Consul-General 
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union. Yet, if Labor were to win the dispute 


s wealth to finance | 


China's historic march forward 

Your condescending cover title PRC at 40: 
Struggle, Struggle, Struggle [5 Oct.], re- 
minded me of the metaphor my late father 
used to employ in explaining the untenabil- 
itv of comparing countries without taking 
account of their respective realities. 

Countries are the macrocosmic versions 
of households. You do not judge a house- 
hold strictly on the basis of its disposable 
income and lifestyle in isolation of the 
methods whereby it can afford them. 

China can be likened to a household of 
12, whose parents — having raised them- 
selves from poverty and depredation — 
manage by hard work to feed and clothe 
their large household reasonably well. 

Compare it to, if vou like, a household of 
two children. The breadwinner is a Mafia 
godfather, controlling an inherited syndi- 
cate of extortion, racketeering, drug traffick- 
ing, and money laundering, with'the help of 
a large if invisible army of henchmen and 
stooges. | 

Obviously, even in the best of condi- 
tions, the first family has to "struggle, strug- 
gle, struggle," while, in contrast, the second 
can afford a luxurious lifestyle without hav- 
ing to suffer the backbreaking chore of 
growing its own food. Furthermore, the first 
household has to farm land controlled by 
the Mafia godfather. 





judgment that what China has hive in B 
40 years is of historic proportions. A 
London A. R. T. KEMASANG Su 
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Bank has many market friends va 
In the regional banking review [FOCUS, 28. 
Sept.] it was suggested that the Oversea- . - 
Chinese Banking Corp. is "not liked in the ; E 
stockmarket, with earnings below forecast." . 
The bank's p/e ratio, which is well abovethe 
sector's average, surely indicates the con- 
verse is true. Furthermore, the group's most. 
recent results were exceptionally good, ex- =- 
ceeding the market's expectations even be- 
fore taking into account a very high extraor- 
dinary profit. ` 
ANGUS TULLOCH - 


Edinbur id 
Post-war Japan on film 


The item about NHK and the BBC post-war 
Japan series [INTELLIGENCE 21 Sept.] was - 
wrong. We are making eight historical pro- 
grammes about Japan since 1945. But be- 
cause the series starts in 1945, its does not 
cover the Nanjing massacre. We have never 
asked NHK to be co-producers of this project, 
and there has been no pull-out. We continue 
to work closely with them and they are sup- 
plying much of our archive film. 

PETER PAGNAMENTA 


No serious observer quibbles with the Tokyo Producer, BBC 
poccdeensesi alata aki a! p iia aoe A Sst RAI eth ag SC tie pp au in tnd din a reed ie 
Lu 
| 
| 
| 
| 
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Una semplice telefonata e si e in contatto 
con ben 225 Leading Hotels 


(One Call, 225 Leading Hotels) 
* 
* For your personal copy of our Directory of 225 luxury 


hotels worldwide in your choice of English, French, nid Spanish, 
Italian or Japanese, and for reservations contact your travel consultant or te lephone: , 


Toky QOO 797. 0831/4 
Darcelong (933 301-0184. Sydney 2331-8422 
Singapore (63) 737-9955 Sao Paule (11 251-5024 
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| 26 October: 1989 Volume 146 Numiber 43 









(—————— ——————————————————————————————————————————————————————————————————A TERCER 

















The Friday the 

point share drop on 

the New York Stock 

| Exchange has 

ushered in an era of 

volatility in global 

: equity markets, a 

.trend which Asia is 

unlikely to escape. 

| Although a bear 
market 1 may not be imminent, the gains 

. made by piis in Asian shares might 

-not be as great or sustained as in recent 

— years. More importantly, the brief collapse 

has highlighted the fragile character of 

. international institutional behaviour in 

- Asian markets, a fact underlined by the 

. escape of Seoul and other relatively closed 

. markets from the worst of the effects. 

Finance correspondent Jonathan Friedland 

. looksatwhathappened on Wall Street, the 

.. globalisation of market behaviour and its 
implications for Asia, while Tokyo 
correspondent Nigel Holloway assesses 
the roots of current market instability. 
REVIEW correspondents in New York, 


London and Washington take the pulse of — l 


market analysts. 128 
Cover photograph by The Stock House. 
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Banking Practices 
Six of Japan’s biggest banks (Dai-Ichi 
Kangyo, Sumitomo, Fuji, Mitsubishi, 
Sanwa and Mitsui) are holding regular 
“informal” meetings at managing director 
level, at which Finance Ministry officials 
take part, to discuss important issues 
affecting the industry. Topics include 
setting deposit rates and many other 
banking matters. The meetings areekept 
secret to avofd possible anti-trust action by 
Japan's Fair Trade Commission. The 
consultation would also be of interest to 
USvofficials currently investigating 
restrictive business practices in Japan, 
as part of the structural impediments 
initiative involving the two countries. 








Australian Aid Anxieties 

Faced with criticism by the opposition in 
Burma for unfreezing its aid to Rangoon 
while other former donor countries are still 
boycotting it, Australia has decided to. 


. withdraw its technical advisers from a 


dairy project in Mandalay. The dairy will 
be handed over to the Burmese 
Government, which in turn will sell it to 
private foreign interests. The most 
probable buyer is understood to be the 
Swiss company Nestlé. 


Narcotics Controls 

In stepped-up efforts to control narcotics 
trafficking from Asia, the Australian 
Federal Police are opening a new liaison 
office in the northern Thasland city of 
Chiang Mai and beefing up their existing 
offices in Bangkok, Manila and Islamabad. 
The Australian Government is also 
financing the installation of a law 
enforcement computer in the Philippines' 


FAR EASTERN ECONOMIC REVIEW 


Burma: H :Politics 


| indonesia: t East Timor 


PopeJo John Paul I's visit io Eat s Timor 


wooing foreign i | estors ar 


Commission on Immigration and 
Deportation to assist in the interception of 
drug traffickers. 


Air Force Activity 

The US is anxious for the poorly equipped 
Philippine air force and navy to begin 
making active joint use of Clark and Subic 
bases, apparently to ensure that when US 
forces are eventually pulled out of the 
Philippines both remain as functioning 
stopover points. With a second 3,500-m 
runway due to be completed at Clark 
within the next six months, it is hoped the 
air force will consider moving its strike 
wing there from Barbas airbase, south of 
Manila, by 1991. 


Forced Labour 

Hundreds of political prisoners in Burma, 
who in July and August were used as 
porters for the Burmese army during a 
counter-insurgency campaign in northerrf : 
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South Korean Convertibles 


issue 91. — 


Shan State, now are being forced to search 
for precious stones and to pan for gold 

in the Namtu-Mong Yen area, also in 
northern Shan State. At least 100 have 
died from illness, exhaustion and beatings 
since July. The survivors are being 
guarded by troops from the 84th Burma 
Regiment. 


Taking the Blame 
Despite his vigorous 
defence of CIA director 
William Webster over 
the agency's 
performance during 
the aborted coup in 
Panama, US President 
George Bush is 
indeed thinking of 
replacing Webster, 
who was also blamed 
for poor intelligence-gathering during the 
* May-June political crisis in China. The CIA 


Lilley. 
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had the US administration believing that 
paramount leader Deng Xiaoping was 
gravely ill, until he made an appearance 
on television after the crackdown of 

the pro-democracy demonstrations. 
One possible candidate for Webster's 
replacement is US Ambassador to China 
James Lilley, who in turn will be replaced 
by someone less senior and less close to 
the president than Lilley — a signal 

to Peking that relations are being 
downgraded. 


The People's Army 


Although no official figures have 

been issued on military casualties 

during the army's crackdown on pro- 
democracy demonstrators in Peking in 
June, the death toll is understood to 

be 57. Most of the fatalities took place 
during the storming of Tiananmen Square, 
but the figure also includes troops 
assassinated while on martial-law 
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duty in the city by Peking cittzens 
exacting revenge for the army’s atrocities. 
Chinese authorities initially claimed 
hundreds of soldiers were killed or 
injured, but this later was revised to 
dozens killed. 


Breaking Ranks 

US officials are increasingly concerned that 
in its effort to defuse the Vietnamese 
boat-people problem in Hongkong, Britain 
may break ranks with other Western 
partners trying to quarantine Vietnam. 
Washington has steadfastly opposed 

any economic aid to Vietnam from 
Westarn donors or multilateral agencies 
and has been able to maintain the 

effective embargo. But recently senior 

US officials have told Asean leaders that 
they cannot be certain that Britain woyld 
not offer some economic incentives to 
Hanoi to get rid of the boat-people 
problem. 





INDIA 


Gandhi calls snap poll to outwit opposition 





ninth parliamentary elections will 
a be held on 22 and 24 November. 
^. Simultaneously, elections will also be held 
.. for the state assemblies of Goa, Sikkim and 
< Andhra Pradesh. 

Gandhi's choice of a November poll re- 
-sults from a gathering sense that further 
. delay in choosing a new Lok Sabha, the In- 

. dian parliament's lower house, will only 
erode his Congress party's chances of retain- 
ing a grip on power maintained during all 
but a few years of independent India's 42- 
year history. Constitutionally, the govern- 
ment could have waited as long as 
June 1990 before calling the poll. 

President R. Venkataraman duly 
legitimised Gandhi's decision — a 
constitutional requirement — by in- 
structing the Election Commission to 
prepare the polling of over 520 mil- 
lion electors, the world’s largest elec- 
torate. A constitutional amendment 
during Gandhi's current term low- 
ered the voting age from 21 to 18 
years, swelling the ranks of voters 
further still. 

Even in states where “president's 
rule” or direct control from the 
centre, is in force, as in Punjab and 
Karnatika, the national poll will go 
ahead. This means that the whole 
country, with the exception of the 
northeastern state of Assam, will go 
to the polls in November. The elec- 
toral rolls in Assam, where an esti- 
mated 23 million people live, are in- 
complete and complicated by ethnic 
rivalries, but voters there will proba- 
bly have a chance to elect their own 
national MPs in a separate poll next 
January. 

In opting for elections in a 
month's time, Gandhi has been 
swayed by advice that "sooner is better" for 
the Congress. Even though the party and 
the national leadership itself face many cur- 
rent controversies, the timing of the pollwill 
do little to changethe certainty that the Con- 
gress, this time, will lose a large slice of its 
huge majority — it won 401 of 508 contested 
seats in December 1984. Party insiders pri- 
vgtely speak of losing as many as 150 seats. 

Even with slimmer ranks the Congress 
can continue to rule by enticing waverers 
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into its ranks before the new parliament con- 
venes. So the real issue boils down to 
whether the Congress can prevent the fracti- 
ous opposition parties ranged against it 
from capitalising heavily on the country’s 
palpably anti-government mood. Around 
this issue will turn both government and op- 
position strategies. 

At the broadest level many positive fac- 
tors should be working in Gandhi's favour. 
The countiy has just experienced a second 
consecutive good monsoon. Growth in GDP 
during the past 12 months reached almost 
10%. India's middle class has never been so 
large or so confident, and an. unparalleled 
consumer boom shows no sign of abating. 

Outside the country, India’s pre-emi- 





nence in South Asia has never been so ap- 
parent: indigenously designed long-range 
missiles have been test-launched to nation- 
alist applause, while large nuclear-power 
stations — also locally designed — are being 
plugged into the national grid. 

The Congress even has a ready-made 
issue to take to the people. On 13 Ottober, 
Rajya Sabha, the upper house, failed to 
muster a two-thirds vote in favour of gov- 
ernment-proposed . constitutional amend- 
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ments ostensibly designed to increase local 
participatory democracy in the villages and 
in cities. The last time the ruling Congress 
suffered such a major parliamentary rebuff. 
was in 1952. In theory, the Congress should 
reap gains from the opposition parties' 
"anti-democratic" position on these bills. 

But the mood of the country belies these 
and other advantages. For instance, the gov- 
ernment's morale for the past several years 
has been drained by successive Congress 
defeats in state assembly elections. Gandhi, 
to put it mildly, is anything but a mesmeric 
speaker on the hustings, a trait which nearly 
all his cabinet collegues also share. The 1984 
landslide was, in a sense, former prime 
minister Indira Gandhi's last victory; Rajiv/s 
mother was assassinated barely a 
month before the poll and the Con- 
gress reaped a massive sympathy 
vote. This election, however, is Rajiv 
Gandhi's and his alone. 

secondly, the government re- 
mains plagued by scandals. It was an 
open secret that Gandhi's mother 
and predecessor garnered party 
funds by levying commissions on 
major overseas contracts by Indian 
public corporations. But suspicions 
of personal, rather than party enrich- 
ment have grown during her son's 
tenure. 


he election announcement 
follows closely on recent de- 
velopments in the most 
tenacious scandal of Gan- 
dhís term, a two-year-old con- 
troversy over bribes paid by the 
Swedish arms manufacturer Bofors 
to win a US$1.4 billion order for 400 
howitzers for the Indian army. 
oince the scandal first broke in 
mid-1987, a sizeable segment of 
India's domestic press has sensed the 
possibility of directly implicating 
Gandhi or his immediate family. On 
12 October, a prominent newspaper editor 
claimed the beneficiaries of the bribes are 
now close to being revealed, but he told a 
crowded press conference that government 
pressure has prevented publication of 
damaging details in his own newspaper, The 
Hindu. | 
The Bofors scandal has the sharpest defi- 
nition of all the various, diffused issues 
clouding the elections (REVIEW, 28 Sept.). 
The arms manufacturer paid commissions? 
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totalling at least Rs 640 million (U5$38.4 mil- 
lion) to win the contract; the hunt for the ul- 
timate beneficiaries has tightly grasped hold 
of the public imagination. 

The latest disclosures prepared by The 
Hindw's staff seem to have done little more 
than clarify the names of foreign-based front 
companies used by the commission-takers. 
The new information, while damaging to 
the credibility of the government's formal in- 
vestigation, still does not establish malfea- 
sance by any identifiable individuals. But 
the circumstances surrounding the latest 
disclosures are extremely controversial in 
themselves, because the new findings did 
not appear in The Hindu’s pages at all. 

Instead, the material reached half a 
dozen normally anti-government news- 
papers after Narasimhan Ram, the associate 


editor of the 111-year-old, Madras-based 


Hindu, told a press conference that his uncle 
and chief editor, G. Kasturi, had buckled 
under government pressure to stop further 
disclosures — a charge Kasturi hotly denied. 
Ram also accused past and present Swedish 
prime ministers of colluding with Gandhi to 
scatter the trail leading back to the commis- 
sion-takers. 

Much of the local press, especially such 
anti-government papers as the Indian Ex- 
press, stand ready to read every innuendo 
into the Bofors affair. But behind the con- 
troversy over Ram's daims lurks a bigger 
issue: if a trail of believable documentary 
evidence leads back to bank accounts of 
friends of the prime minister, or of his Italian 
wife's family, then Gandhi will be in serious 
trouble indeed. Some see the early poll as an 





SINGAPORE 


Closing arguments in libel action against the Review 


Up for ju 





hree weeks of hearings ended as 

i scheduled on 14 October in the defa- 
mation suit brought by Singapore 
Prime Minister Lee Kuan Yew against the 


REVIEW, with the High Court judge, Justice — 


L. P. Thean, reserving his judgment and 
calling for further written submissions on 


application of the guarantees of freedom of 


speech under the Singapore Constitution, 

Lawyer John Previte, in arguing for ag- 
gravated damages for the prime minister, 
claimed that the cross-examination of Lee 
over four days had "enormously and delib- 
erately" exacerbated the injury to his hurt 
feelings. He also alleged that occasional deri- 
sive laughter from the court's packed public 
gallery (Lee himself had alleged the exist- 
ence of a "daque") had been “intensely 
hurtful." 

He criticised the fact that neither former 
editor Derek Davies nor the writer of the ar- 
ticle concerned, Michael Malik, had been 
called to give evidence on whether the arti- 
cle was fair comment based on the facts at 
their disposal. (Lee is suing the REVIEW, 
Davies, Malik and Times Printers who, in 
1987, printed approximately 65% of the 
KEVIEW's total circulation.) 

In arguments over the meaning of one of 
the passages Lee complained of (in which 
former priest Edgar D'Souza quoted a mem- 
ber of the church delegation as saying that 
"it was hard to believe that he was not mak- 
ing an attack on the church"), Previte 
claimed that "an ordinary, reasonable 
reader” would be left with the impression 
that Lee was anti-church, intolerant of religi- 
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ous freedom and anxious to victimise 
Catholic priests and workers. 

The passage followed a paragraph re- 
porting Lee's threats to use the powers 
of the Internal Security Act if Archbishop 
Gregory Yong "could not put his own house 
in order." It preceded a passage in which the 
priest was reported as saying "the real 
target" seemed not to be the 16 detainees 
who had been arrested in May 1987 but four 
priests (including D'Souza) whom Lee had 
described in the witness box as "radical," 
"activist" and "errant." 

The REVIEW's counsel, Geoffrey Robert- 
son countered that the same fair-minded 
reader would not extract such "unnatural, 
extraordinary" meanings as Lee had “whee- 


died out from the article.” Lee's target was 


the priests engaged in social work of which 
the government did not approve but this 
could not "by any stretch of the imagination, 

lead to the conclusion that Lee was intoler- 
ant of the church or of religious belief.” 

Lee's argument was "syllogistic non- 
sense" resting on the "logic" that since he 
threatened to arrest four priests because of 
their alleged involvement in a Marxist plot, 
he was therefore out to victimise all 
Catholics. 

Lee is also objecting to Yong's reported 
statement after the 2 June 1987 meeting with 
Lee and the subsequent press conference 
that "he was cornered" — a phrase con- 


firmed by the evidence of Fr Joachim Kang 


(REvtEW, 19 Oct.). Lee claims that this im- 
plies he had tricked the archbishop after the 
Catholic delegation had been shown the 
statement by the alleged Marxist network 
leader Vincent Cheng. 
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effort to head off that possibility. 


For Gandhi the coming poll is not, as in. 
other parliamentary systems, a straight shot 
between retaining the premiership or be- 
coming leader of the opposition. There is an 
all-or-nothing quality to this poll. Gandhi is 
the third, and possibly last link in a quasi- 
dynastic democracy built on the Nehru fam- 
ily. Gandhi's grandfather, Jawaharlal Nehru 
was independent India's first prime minis- 
ter. 

The persistence of that family's ascen- 
dency has become, within and outside the 
country, synonomous with India's stability. 
But there is a real if not strong chance that 
the Congress might lose power this time 
and, if it does, the dynasty may also be lost 


with it. Itis this spectre that gives the coming = 
campaign its tension, and excitement. —. & — _ 


Robertson listed 10 criticisms Lee made 
against the church, “assailing it with harsh = 
words." Among these, Lee had criticisedthe — 
church for carrying out its “mission and tra- ~ 
dition of social teaching," for holding a spe- 


cial mass for the detainees and described 
Yong as weak and vacillating in front of his 
own delegation. He had also criticised the 
joint statement by Yong and his priests 
about the detentions, alleging it was the 
work of D’Souza when evidence had shown 
it was a carefully drafted "line by line” ag- 


reed text by the presbyterium of priests. He | D 


had accused the archbishop of being ' 'got" 
by D'Souza whom he described as “a skilful 
united front operator." 

Robertson said these criticisms were ver- 
bal attacks on the church, which was made 
up of its archbishop, priests, lay organisa- 
tions and its body of teachings. 

Robertson contended that Lee was "a 
prisoner of his own remarkable past" — ob- 
sessed with liberation theology, the Philip- 
pine revolution and the communist united 
front tactics of the 1950s and 1960s. He "lives 
in the present through the past," and his 
"astigmatism" was causing him to "see 
things through spectacles he wore in the 
1950s," to see united front tactics in the 
church's joint statement and thelanguageof => 
religion. "When he looks at the archbishop >> 
in 1987, he sees the rector of Nanyang Uni- 
versity; when he sees the joint statement, he 


.. when he looks at the mass [describedby > 
Kang as ‘solemn and orderly], it'sliterallya — 
mass movement." 

Robertson argued that defamation of a 
prime minister arose only if 
suggested that he failed to provide a country 
with good management. Nowhere in his 
oath of office had Lee ptomised "never to 
criticise the church, never to be rude to an ar- 
chbishop, never to threaten to arrest à 


priest." No one would think any less of Lee. S 


— "atleast not less of him than he thinks gl- 
ready" — because of the actions he had 
taken against the church on the grounds of 
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"his belief that the ones were implicated ds 


a Marxist plot. 
--— Turning from arguments that the 
2 REVIEW's article was justified, Robertson also 


m argued that it was fair comment on a matter 


of public interest. The passage reporting one 


= priest as suspecting Lee was attacking the 


- . church, or the four priests, had been attri- 


~ buted to a member of the church delegation 


^. (later named as Kang) whose evidence had 
. been "blazingly honest." 

^ The article used the language of opinion 
(“it was hard to believe . . ." and the “real 
target seemed . . .”); the word "attack" 
meant, according to the dictionary “assail 
- with harsh words" which Lee had done; 
. and the word “cornered” had been used 


/.— several times by Lee himself in evidence to 


mean "put on the spot." The word would be 
read by a reasonable reader to refer to 


.— Yong's unpreparedness for a press confer- 


ence of which he had been given barely 20 


.. minutes warning — during which time 


Home Affairs Minister S. Jayakumar and 
the director of the Internal Security Depart- 
ment (ISD) appeared. Only then had he ag- 
reed to draft a statement saying he was satis- 
fied the government had nothing against 
the church — a statement which earlier he 
had been consistently reluctant to make. 


n 5 June 1987, after a conversation be- 

tween the church's vicar-general and 

the Isp director, the four priests were 
suspended from preaching and resigned 
from their positions in church organisations. 
Robertson commented that the "four priests 
had been turned into Trappist monks, the 
unacceptable wing of the church had been 
closed down." However, Lee's lawyer Pre- 
vite objected to the admissability of the Isp’s 
minutes of the 5 June meeting as evidence 
because the prime minister had said he had 
no knowledge of it and Thean ruled in his 
favour. 

Robertson's third main line of defence 
was that the REVIEW was affording D'Souza 
a right of reply against Jayakumar's "most 
scurrilous attack” under parliamentary 
privilege on 30 November 1987. Previte, 
however, criticised the article for its in- 
adequate summary of Jayakumar’s criti- 


— cisms of D'Souza, to which Robertson said 


that the law did not require a full summary 
of the attack under the right of reply 
privilege. The first five paragraphs — 
headed “New light on detentions; Catholic 
priest answers Jayakumar's allegations” — 
had reported the essence of the home minis- 
ter's attack. In subsequent replies to letters 
from Lee's "amanuensis," James Fu, Davies 
had made it clear that the REVIEW was emabl- 
ing D'Souza to fespond to the Singapore 
Government's assault, a policy confirmed in 
a private letter from Davies to D'Souza. 
Robertson argued that Singaporeans had 
à constitutional right to freedom of speech 
and expression which also entitled them to 
receive and exchange information, adding 
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that publications. which had information 


which Singapore citizens were entitled to re- 
ceive were duty-bound to disseminate that 
information. Previte, however, maintained 
that the REVIEW had no duty to give Singa- 
pore readers the information contained in 
the article, such “qualified privilege” exist- 
ing only if the information was in the public 
interest, rather than of public interest. 

Claiming that the REVIEW's article was 
motivated by malice, Previte cited a 1985 
"bargain" between Lee and Davies to "live 
and let live" and not allow the REVIEW to 
become involved in domestic politics. 
Robertson argued that this was not "a con- 
tract" and that Lee had also conceded that 

the right of reply on which the Singapore 
Government itself was so. insistent would 
supercede the "risk" of engaging in local de- 
bates. 

To Previte's charge that the REVIEW had 
used D’Sotiza as a source though he was 
plainly someone "with an axe to grind," 
Robertson submitted that D'Souza was a re- 
liable spokesman for church organisations 
and the Catholic diocese, an experienced 
journalist whose previous information had 
proved accurate. 

Previte complained that no attempt had 
been made to check the facts of the story, 
either with the government or the arch- 
bishop. Robertson pointed out that the arch- 
bishop never made public comments (using 
D'Souza for this purpose) and that repeated 
attempts to check any stories with the gov- 
emment had elicited no response. He 


quoted a letter from the Ministry of Com- 


munications and Information (MCI) in Oc- 


tober 1987 saying that it did not respond as a 


matter of policy to unpublished allegations 
but would deal with them after publication. 

Justice Thean ruled this letter as "irrelevant" 

and struck it from the documents of evi- 
dence. 

To complaints that the REVIEW had re- 
published the allegedly defamatory remarks 
in the 7 January 1988 issue, Robertson 
pointed out that they had been republished 
earlier in full by the MCI and several times 
after by the Singapore press. "This is ric 
Robertson said, especially as Lee had seen fit 
not to sue The Straits Times. 

As an example of the "carelessness and 
recklessness" with which the article was 
published, Previte cited the sentence which 
reported D'Souza's departure from Singa- 
pore “hurriedly on 3 June” — when in fact 
he left on 5 June. Robertson dismissed this 
as a misprint of little importance. 

The malice of Davies, Lee alleged, was 
inspired by his “anger” at the Singapore 
Govemment for not renewing the employ- 
ment pass of its Singapore correspondent, 
Nigel Holloway, in early 1986. Robertson 
described an article in “Traveller's Tales" 
Davies had written in June 1987 as a result of 
this episode as composed "more in sorrow 
than in anger," quoting what Davies wrote: 
"Lee himself reminds me of a really first-rate 
player in some sport such as tennis, squash 
or golf whose game has deteriorated be- 
cause for the last 20 years he has matched 
skills only with third-raters." Robertson 
poured scorn on the idea that Davies should 
have waited five months for an n 
to express malice towards Lee. 





JAPAN 


Row over reprocessing nuclear waste widens 


Electoral fallout 


———— '/'' ht IG lA ——————————————— M 


By Charles Smith in Tokyo 


row over the building of a X 12-tril- 
A lion (US$8.48 billion) complex to en- 

rich and reprocess nuclear fuel at 
Rokkasho village in Aomori prefecture at 
the extreme northern tip of Honshu is turn- 
ing into a test case for the future of peaceful 
nuclear energy in Japan, and could threaten 
the ruling Liberal Democratic Party’s (LDP) 
chances of winning the forthcoming lower 
house parliamentary elections. 

The campaign to stop the complex from 
being built is being waged largely by local 
farmers who fear a consumer boycott, but 
officials at the Ministry of International 
Trade and Industry (Miti) say far more is 
stake than the effect of the project on local 
agriculture. 

If the Rokkasho project is stopped, Japan 
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will be unable to honour contractual TA 
tions to take delivery of nuclear waste ex- 
tracted from spent fuel used by Japanese 
power stations, and which. has been re- 
processed in France and Britain. Eventually 
the country would also run out of storage 
space for waste from non-nuclear utilities. 

Moreover, Japanese plans to build an in- 
dependent nudear power industry could 
also be jeopardised. At present, Japan de- 
pends on the US for all its supplies of en- 
riched fuel and on Britain and France for re- 
processing. Miti also thinks a victory for 
anti-nuclear activists at Rokkasho could pro- 
vide a green light for them to start cam- 
paigning against existing nuclear power sta- 
tions. A firial worry is that the LDP may be 
getting shaky on the nuclear issue. 

The Lor was defeated in Aomori at the 23 
July elections to the upper house of parlia- 
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ment by a farmer's candidate who ran on an 
anti-nuclear platform. The winning candi- 
date, Takao Mikami, was a former LDP 
member of a local village assembly, but de- 
. fected shortly before the election. Mikami 
now votes with the Japan Socialist Party (JSP) 
in the upper house while remaining nomi- 
nally independent. 

In the more important lower house of 
parliament the ruling party at present holds 
all of Aomori prefecture's seven seats, but is 
certain to lose some of these to farmers' can- 
didates and the JsP when parliament is dis- 
solved late this year or early in 1990 — which 
could prove crucial if the vote is as close as 
many analysts have forecast. MPs repre- 
senting the prefecture have so far avoided 
openly coming out against the project, but 
they have begun to use extremely guarded 
language when discussing the danger of 
radiation- from the 800-tonne a year re- 
processing facility, which is the project's 
most controversial component. 

The governor of Aomori prefec- 
ture Masaya Kitamura claims the 
Rokkasho facility is perfectly safe 
and will help reduce Aomori's 
over-dependence on farming. But 
a recent poll by the Yomiuri news- 
paper found that Kitamura enjoys 
the lowest support rating among 
Japan's 47 prefectural governors. 
This suggests that an anti-nuclear 
candidate may have an excellent 
chance of winning the next Aomori 
governorship election, due in Feb- 
ruary 1991. 


ocal newspapers have taken 
i the view that the Aomori pre- 
fectural government should 
honour its obligations to carry out the 
nuclear project, even if an anti-nu- 
dear candidate wins the governor- 
ship in 1991. What might actually 
happen if Kitamura is defeated re- 
mains unclear, however. A reporter at a 
local daily newspaper told the REVIEW that 
political ramifications surrounding the pre- 
sent governor's decision to go ahead with 
the project could make cancellation un- 
avoidable. 

According to his critics, Kitamura invited 
the nuclear project to Aomori — after it was 
rejected by other prefectures — partly in 
order to occupy vacant space at the Mutsu- 
Ogawara industrial park. The 5,280-ha in- 
dustrial development project — located in- 
side the boundaries of Rokkasho village — 
was launched in the late 1960s as a joint 
venture between the prefectural and central 
governments and private investors, but 
failed to attract much interest from industry. 

The Mutsu-Ogawara park's sole invest- 
ment to date, a crude oil tank farm owned 
by Japan National Oil Co., Occupies some 
260 of the 3,000 ha earmarked for industry. 
This leaves more than 2,500 ha available for 
development, including the 750 ha to be oc- 
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cupied by the nuclear facilities, The oustand- 
ing bank debt of the Mutsu-Ogawara deve- 
lopment authority stands at ¥134 billion 
and cannot be paid off until most of the land 
in the park has been sold to investors. 

Aomori prefecture's offer of land at 
Mutsu-Ogawara is said to have appealed to 
the utilities sponsoring the nuclear project 
because of the lack of strings attached to the 
offer. The land has a single (official) owner 
and fishermen's claims to compensation for 
pollution of the adjoining coastal waters was 
settled long before the utilities were invited 
to buy the land. 

The prefectural government's heavy- 
handed intervention, however, seems to be 
one reason why local people have reacted 
strongly. A farmer who refused to move 
when the Mutsu-Ogawara project was 
launched in the late 1960s told the REVIEW 
that the prefecture had sold the land and the 
sea around Rokkasho village an was now 
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proposing to sell the sky. Negative reactions 
continued, even after the central and prefec- 
tural governments combined with the elec- 
tric power industry to offer a X38 billion 
"bounty" to villages adjoining the nuclear 
complex as compensation for any residual 
health risks. 

Public resentment at the decision to 
dump the entire output of waste from 
Japan's 37 nuclear power stations in the 
Rokkasho afea has also been fanned by two 
other developments, both only indirectly re- 
lated to the nuclear project. Local observers 
say the Rokkasho project might have been 
accepted painlessly if the central govern- 
ment had not broken a promise, made by 
former prime minister Yasuhiro Nakasone 
on the eve of the 1986 general election, to 
spend ¥500 billion on building a super-ex- 
press rail link between Aomori City and 
Morioka, the capital of adjoining Iwate pre- 
fecture. 

The final element in Aomori's opposition 
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to the nuclear complex is the fear that the 
prefecture's farm products may be boycot- 
ted by consumers elsewhere in Japan. Un- 


like prefectures to the south, which are af __ 


fected by a prolonged mid-summer rainy - 
season, Aomori’s mild summer climate al- 
lows a minimum use of pesticides in the 
growing of rice, fruit and vegetables. 

Officials say they now recognise there is 
a massive public acceptance problem, which 
they hope to solve by public debate with 
farmers and by organising tours of the nu- i 
dear facilities. While the recycling projects ` 
will probably go ahead — whether or not 
the public acceptance problem is resolved — 
the problem, as Miti admits, is that furore 
stirred up by the Rokkasho project could 
permanently prejudice popular attitudes to- 
wards Japan's entire nuclear power indus- 
try. 

ii Ironically, while at least 75% of the popu- 
lation of Aomori prefecture are believed 

| to be opposed to the pl: s, Rokkasho 
itself is in favour. — ^. — 

The village was one of the poorest 
in Aomori — itself Japan's second 
poorest prefecture — when the pro- 
ject was first mooted in 1984, but now 
boasts a per capita income that is 80% 
of the prefectural average. Con- 
struction work on the nuclear project 
is one reason for this. The other 
is that the village is being deluged 
with government money for projects 
that are unrelated to nuclear facili- 
ties. A total bounty of around 18 
billion is likely to be spread around 
Rokkasho's 11,000 inhabitants, 
most of it destined for projects that 
will upgrade farming or improve vil- 
lage life. 

The government bounty is ex- 
pected to ensure that Rokkasho's 
ZZ pro-nuclear mayor, — [sematsu 
27  Furukuwa, is re-elected when Rok- 

kasho goes to the polls on 10 De- 
cember. But local journalists claim the result 
would probably have been the same in any 
event. As mayor for the past 16 vears, 
Furukawa, a former fisherman, not only 
controls the award of construction contracts 
to local companies, butalso has channels to 
the electric power industry that should en- 
able him to raise an impressive amount of 
election funds. Local press reports suggest 
the mayor may be preparing to spend up to 
Y100 million to be re-elected, or around 
1 12,500 for each of Rokkasho's 8,000 voters. 

Furukawa's opponents in a three-way 
race for mayor will be a former dairy farmer, 
who favours a cautious approach to the nu- 
clear project, and a second farm candidate 
who will advocate outrighfcancellation. The 
last of the three will be funded by farm or- 
ganisations outside Rokkasho itself, includ- 
ing the powerful Nokyo (farm cooperative) 
network, Nokyo funding, however, is na 











expected to match the money available to 
“Furukawa. " 
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BRIEFING 


Roh discusses security 

and trade in the US 

» South Korean President Roh Tae Woo's 
routine visit to the US this month was useful 
in allowing both sides to review their overall 
relationship, though no headway had been 
expected on difficult bilateral issues. The 
major area of review is security, with some 
US legislators calling for Seoul to share a 
greater percentage of the South Korean 
defence burden, given its increasing 
economic prosperity. Roh reiterated his 
government's plea for a continued US 
troops presence. 


Repatriation of refugees 

fails to win sup 

P» The 15-na ion steering committee set up 
to monitor the six-point action plan on 
Indochinese refugees agreed by an 
international conference in Geneva in June, 
met on 16-17 October to review its 
implementation. Britain and Hongkong 
again tried to win international support for 
mandatory repatriation of Vietnamese boat 
people found not to be genuine refugees. 
But the US showed no readiness to drop its 
uncompromising opposition to forced 
returns. Britain and Vietnam are said to be 
close to an accord on repatriation, which 
would mirror the existing arrangements for 
voluntary returnees. 





The Philippines relieves 
anti-narcotics officials 


> The Philippines Narcotics Command 
(Narcom) has relieved 34 officers and men 
following allegations by Sen. Ernesto 
Herrera that agents have been protecting 
drug syndicates and funnelling seized 
narcotics back onto the streets. The 
highest-ranking officer named by Herrera, 
former Narcom chief and current Police 
Constabulary Criminal Investigation 
Service director Brig.-Gen. Pantaleon 
Dumiao, has gone on leave to await the 
outcome of a probe into the senator's 
claims. 


International trade in 

ivorv to be banned 

> International trade in ivory is to be 
banned in an effort to save the African 
elephant from extinction. The 103-nation 
Convention on International Tradein * 
Endangered Species, meeting in Lausanne, 
Switzerland, voted on 16 October to put the 
African elephant on Appendix 1 of the 
convention, which outlaws all trade in the 
listed species. However, five African 


countries have announced already that they " 


will make a formal reservation on the 
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decision, which means they do not have to 
abide by it and can continue selling ivory. 
Japan,the world's biggest ivory importer, 
has not yet announced its position. Most 
other industrialised countries have already 
banned imports. 


South Korean dissidents 

plan to launch new party 

> A new political party being launched by 
South Korean dissidents will advocate a 
neutral foreign policy, demand the 
withdrawal of US troops and ban 
possession, introduction or production of 
nuclear weapons, according to its policy 
platform. The new party, tentatively named 
the Progressive Masses Party, is expected to 
be officially launched early next year, 
aiming for several hundred thousand dues- 


paying members, its promoters said on 13 
October. 


Social indicatars 











Hongkong governor asserts 
confidence i in future 

> Hongkong Governor Sir David Wilson 
said on 16 October in Washington that the 
territory will continue to be run by the 
people of Hongkong after 1997 when China 
recovers sovereignty, and there was no 
question of a group of British officials 
“handing the administration over to 
another group from Peking.” Wilson said 
the key to making China’s “one country, 
two systems” plan work was for Peking 
to maintain the present Hongkong 
administration separate from the Chinese 
central government, and that he was 
optimistic about the continuity of policy 
after 1997. The governor admitted the 
Chinese Government's violent crackdown 
on dissent in June had seriously damaged 
local confidence, but said those events 
should not prevent the world*community 
from understanding the importance of 
economic reform in China. 
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Commonwealth meeting 
opens in Malaysia 
> Malaysian Prime 
Minister Datuk Seri 
Mahathir Mohamad 
opened the 
Commonwealth 

Heads of Government 
Meeting on 18 

October in Kuala 
Lumpur. The main | 
issues to be discussed Mahathir. 

at the meeting include 

the environment, global economic affairs 
and apartheid. The meeting also 

marks the re-entry of Pakistan into 

the Commonwealth after a 17-year 
absence. 





China and Laos end 

strained relations 

> China and Laos signed agreements on 
border delineation and consular and 
cultural cooperation during a week-long 
visit to China by Lao communist party chief 
Kaysone Phomvihane in mid-October, the 
Lao official newsagency reported. 

Kaysone’s visit formally ended a decade of 
strained relations which began when 
hostilities erupted between China and Laos’ 
ally Vietnam in the late 1970s. 


Rethink called for on 
Sino-Indonesian ties 

> Yoga Sugama, the former chief of 
Indonesia's influential intelligence agency, 
called on government officials to rethink 
plans to normalise diplomatic ties with 
China. He said the conservatives still in 
charge in Peking would seek to "preserve 
and expand" ties with communist parties 
around the world. But diplomats say 
unease felt by security officials will not 
derail the normalisation process. Sources 
said Chinese Foreign Ministry officials are 
due in Jakarta next month to hammer out 
technical details concerning embassies and 
consulates. 


Gandhi and Wu confirm 

talks on border issue 

> Chinese Vice-Premier Wu Xueqian 
arrived in New Delhi on 11 October for a 
week's visit to India during which tentative 
agreement for bilateral border talks 
beginning next vear was confirmed at 
meetings with Prime Minister Rajiv Gandhi 
and other officials. The most important 
irritants between the two countries remain 
finalising border demarcations, plus India's 
non-recognition of Sino-Pakistan border 
agreements. 
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Colony's government proposes bill of rights 


Confidence buil 


n an attempt to restore confidence in 
[ os s future under Chinese rule 
Ji. in the wake of the 4 June Peking mas- 
sacre, the Hongkong Government an- 
nounced plans to enact a bill of rights for the 
territory. However, the process is fraught 
with political and legal difficulties that could 
make the bill's passage an exercise in futility. 

The significance of the government's 
announcement was overshadowed by re- 
peated warnings from Peking that there 
should be stipulations in the Basic Law — 
a mini-constitution for China's post-1997 
Hongkong Special Administrative Region 
(SAR) — that the SAR should not interfere in 
China's internal affairs or be allowed to 
become a base for subverting the Chinese 
Government, 

The warning was widely seen as Peking 
laying down the line on what is and is 
not permissible for Hongkong, regardless of 
any guarantee in the Basic Law or a bill of 
rights. 

Demands here for a bill of rights were 
first made when China began drafting the 
Basic Law following the signing in late 1984 
of the Sino-British Joint Declaration on 
Hongkong's future after 1997. The demands 
were sparked by concern that the rights and 
freedoms currently enjoyed by Hongkong’s 
people under the British colonial system 
might not be preserved after Peking's 
takeover. 

The joint declaration states that "the pro- 
visions of the International Covenant on 
Civil and Political Rights [ICCPR] and the In- 
ternational Covenant on Economic, Social 
and Cultural Rights as applied to Hongkong 
shall remain in force." 

However, though the covenants apply to 
Hongkong, they do not have the force of 
law, and local people whose rights are 
violated have no remedy in court. In Nov- 
ember 1988, the British Government was 
criticised by the UN Human Rights Com- 
mittee (UNHRC) for failing to entrench ICCPR 
provisions in Hongkong law. 

Even before 4 June, many people here 
were sceptical of the Chinese Government's 
willingness to respect a Hongkong bill of 
rights, given its disregard for the constitu- 
tionally guaranteed rights and freedoms of 
its own people. Scepticism has grown 
stronger since the massacre. 

Nevertheless, the British Government 
and parliament believe that such a bill is es- 
sential in restoring confidence here. The 
* British House of Commons foreign affairs 
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committee, which conducted an inquiry into 
the situation in Hongkong in the context 
of the 1997 handover, recommended the 
move. Foreign Secretary John Major fore- 
shadowed it in September in an address to 
the UN. 

On 11 October, Hongkong Governor Sir 
David Wilson announced that his govern- 
ment would publish a white paper for public 
consultation at the end of the year and that 
draft legislation would be introduced to the 
territorys lawmaking Legislative Council 
(Legco) next July. The bill will include 
"relevant" provisions of the ICCPR. This im- 
plied that certain key provisions might be 
excluded. 

When Britain signed the ICCPR, it said 
Article 1, on the right of self-determination, 


would not apply to Hongkong. London also. 


reserved the right to ignore part of Article 25 
as it might apply to Hong- 
kong. The relevant section 
would provide for the popu- 
lar election to Hongkong's 
Executive and Legislative 
councils. 

The right to ignore Article 
13 as it might apply to Hong- 
kong was also reserved. 
This article provides for 
the right of review of a deci- 
sion by government au- 
thorities to deport an indi- 
vidual and the right of that 
individual to be represented 
before the reviewing author- 
ity. 

| Although Hongkong At- 
torney-General Jeremy Ma- 
thews said at a press conference that the 
proposed bill of rights would be "supreme" 
over other Hongkong laws, the fact remains 
that it would not supercede the Basic Law. 
The 1984 joint declaration states that no 
Hongkong laws can contravene the Basic 
Law. 

Michael Suen, Hongkong’s secretary for 
constitutional affairs, said enacting a bill of 
rights to give effect to the ICCPR had been 
provided for in the joint declaration and 
therefore the Hongkong Government was 
not required to consult Peking on the issue. 


Given that Chinese officials have insisted 


that the power to interpret the Basic Law 
should rest with the standing committee of 
China's National People's Congress (NPC), 
there is concern that a bill of rights would 
also be subject to the whims of standing 
committee interpretation. 

There is already disagreement between 
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Mathews: ‘freeze.’ 





Peking and Hongkong over the way some” 
people here are exercising the freedoms - 
they enjoy under the colonial government. - 
Peking has accused some Hongkong indi- 
viduals and groups of engaging in “counter- - 
revolutionary” activities aimed at subverting 

the Chinese Government. 

In contrast, people here point out that 

those under attack are lawfully exercising - 
their freedom of expression when criticising - 
Peking. Should similar conflicts arise after - 
1997, there is fear here that they may be re- . 
solved by the the NPC standing committee . 
instead of through local judicial proceed- 
ings. 
Conflict could also arise out of different 
interpretations of Chapter 3 of the second - 
draft Basic Law on "fundamental rights and 
duties of the residents." The second draft | 
states that the two international covenants ` 
"as applied to Hongkong shall remain in — 
force and shall be implemented through the 
laws of" Hongkong. However, Chapter 3 . 
selectively lists some rights and obligations. 
of SAR residents and has been criticised by -~ 
human-rights groups, including Amnesty — 
International, as providing inadequate 
human-rights guarantees. 

Mathews said that because there is not 
, üme to review all Hong- 
^ kong's laws to ensure they 
are compatible with the pro- 
posed bill of rights, there 
would be a "freeze period" of 
perhaps two to five years 
after the enactment of the bill 
during which existing laws 
could not be challenged 
against the standard of the 
bill. He said similar freeze 
periods were introduced in 
other Commonwealth coun- 
tries when their bills of rights 
were enacted. 

Barry Strayer, a Canadian 
federal court judge who was 
involved in the enactment of . 
Canada's Charter of Rights 
and Freedoms in 1982, has been appointed ` 
by the Hongkong Government to help iden-  . 
tify possible legal wrangles which could . 
arise from challenges to existing legislation 
against the standard set by the proposed bill. 
of rights. x 

With the enactment of a bill of rights, — 
provisions of the ICCPR would become justic- _ 
iable in local courts. In addition, Hongkong 
would be subject to monitoring by the 
UNHRC which receives periodic reports on 
the territory and holds hearings on human- 
rights issues. Hongkong is a party to the co- 
venant by virtue of it being a British colony. 
China is not a party to the covenant. Hence 
there is concern that, after 1997, scrutiny by 
the UNHRC might cease. 

Suen said the question of whether China 
will sign the ICCPR or allow Hongkóng to be- 
come a party on its own has not been dfs- - 
cussed with Peking. x 
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AFGHANISTAN 1 


Nayibullah gains stature at the rebels’ expense 


Holding his ground 


By Ahmed Rashid in Kabul M" 


| T he ruling People' s Democratic Party 


of Afghanistan (PDPA) is increasingly 
confident that it can maintain a long- 
term military defensive strategy against the 
mujahideen and ultimately force the gueril- 
las and their supporters, the US and Pakis- 
tan, to the negotiating table. President Naji- 
bullah's growing domestic and international 
prestige and repeated peace initiatives to 
settle the Afghan conflict have won him 
greater public respect and enabled him to 
unite the previously bitterly divided PDPA. 
Najibullah, in a lengthy interview with 
the REVIEW in his office in Kabul, said that he 
would not resign from office and that the US 
and Pakistan should accept the realities of 
his party's strength and negotiate peace 
with him. He answered recent US and 
Pakistani calls for his resignation by saying: 
“It is ridiculous that somebody should talk 
to a party and at the same time dictate to that 
party who should be heading it." 
The president said if the US and Pakistan 
were really serious about settling the Af- 
ghan problem, they should see the new real- 


ity in Afghanistan, where seven months. 


after the withdrawal of Soviet troops the 


PDPA had become more united and strong, 
while the mujahideen were in total disarray. 

In a series of separate interviews, the top 
leaders of the Afghan Government — Prime 
Minister Soltan Ali Keshtmand, Deputy 
Prime Ministers Gen. Mohammed Hakim 
and Mahmud Barylai and other senior mili- 
tary and cabinet officials — appeared su- 
premely confident that they could hold their 
own against the mujahideen and that Pakis- 
tan and the US would eventually have to ac- 
cept direct talks with the PDPA. 

Najibullgh said so far there was no radi- 
cal change in the US policy of pursuing the 
military path of trying to topple his govern- 
ment, though he welcomed the recent joint 
US-Soviet statement that called for a "broad 
national reconciliation” government in 


Kabul. The president said Western coun- 


tries who pulled their embassy staffs out of 
Kabul before Soviet troops withdrew from 
Afghanistan in February, did so as part of a 
pyschological war against the regime. "Now 
they should have no pretext to keep their 
embassy doors closed here." 

With the mujahideen's failure to make 
any progress on the battlefield during the 
summer and their chronic disunity, the 
PDPA is willing to discuss any peace proposal 


but is clearly not willing to barter away its 
growing military and political strength. Al- 
though his personal popularity is difficult to 
gauge, most Afghans in Kabul seem to re- 
spect Najibullah's leadership because he is 
talking peace and is considered a seasoned 
politician who has contained mujahideen at- 
tacks by winning over many guerilla com- 
manders and inducting them into local 
militias. 

Personal popularity in the Western sense 
had never been crucial for Afghan rulers in 
the past and neither is it today. What counts 
for Najibullah is being able to feed the urban 
population, enlarge on his truces with the 
mujahideen and run a modicum of effective 
government. In all three fields he is proving 
equal to the task. In Peshawar, where the 
mujahideen have their interim government, 
there is no equivalent of Najibullah's state 
structure. 


'e bitterly criticised Pakistan's Prime 
Minister Benazir Bhutto for continu- 
ing the war in Afghanistan by con- 

tinuing to support the mujahideen. "She 
has become the cover for the implementa- 
tion and continuation of [the late president] 
Zia-ul Haq's policy in Afghanistan," he said. 
He and other Afghan leaders said that Af- 
ghanistan's former king, Zahir Shah, could 
play a role in bringing peace to Afghanistan 
but that he must come directly to Kabul and 
not under the auspices of another country. 
Najibullah has proposed numerous 
peace formulas to end the bloodshed in Af- 
ghanistan. They include direct talks be- 
tween the government and the guerillas; the 








Herat's patch 
The Kabul regime has had corisiderablé: success in. eddie 
former mujahideen commanders and tribal leaders to form local 


. militias to keep the peace. However, these heavily armed - 
. groups, who keep out the guerillas but often shoot at each other, 


| ^posea major problem for any future peace settlement. 


—  . In Herat, the strategic capital of western. Afghanistan which : 
. borders the Soviet Union and Iran, the Soviets are pumping in - 
^ millions of roubles, free food and heavy armaments to sustain a - 
tentative peace as Herat returns to the traditional tribal ways of | 


— Afghan governance. Armed clashes between government troops 


. andthe guerillas, led by Ismael Khan of the Jamiat-e-Islami party, 
- have subsided in western Afghanistan as security in Herat and 
the key road link to Torgundi, 126 km away on the Soviet border, . 


has been handed over to the militias. 


Razak, barely 13 years old, and carrying a Kalashnikov assault. 
rifle, stands guard outside the Park Hotel in Herat. He earns Afs 


- 5,000 (US$12.50) a month or Afs 1,000 more than a doctor or uni- 


- versity lecturezin Kabul. Officially, he belongs to the 21st Regi- 


. ment of the Afghan State Security. In reality, the 250-man rag-tag 
force, led by commander Ghiasuddin, is a local militia, one of 20, 
- most of them led by. mujahideen turncoats, who maintain sec- 
z urity 3 in Herat and the villages around it. Ghiasuddin has been 
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m" given 1000 ini oands of AK4 a7 ammunition, one Pan 70 rocket- 


propelled DR and food for his men — all supplied free by 
the Soviet Union. 
. At the top end of the scale is vivande Anwar Sayed 





Ahmed, who has 8-10,000 men, 10 tanks, 40 other military vehi- - 


cles and the run of the city. Sayed Ahmed recently fell out with 


mujahideen. commander. Ismael Khan, and the. government 
snapp D ed |: ; 





ped him up. The future in Afghanistan is already evident in 
Herat where local militias have bridged the ideological. divide be- 


tween the Islamic mujahideen and the communist. regime. By | 
day. they work for the government; by night dcin naintair | 







tact with their mujahideen friends. 


- "With some of our opposition brothers v we hive si sigt 
protocols, wi with others secret protocols. and some we are negotiat- 
ing with. We have no agreement with Ismael Khan but our rela- 





tions are not bad," said Herat Governor Abdul Khaliq Khan who 


is not a member of the ruling People’ s Democratic Party of Af- 
ghanistan (PDPA). 
.In the ornate Persian-style hall of the governor $ palace hun- 






political survivor who has served i in every Afgh 
since 1970. His political style is tha 





of centralised communist rule. It isa ^b 
President Najibullah, to return. Af; hanistan :to the 







traditional ipae id csi and i pessoa : nuje hi- 


s i 5 Spe 


dreds of petitioners were waiting: for an audience with him. The | 
60-year-old governor, who hails from an élite Afghan family, i isa. 
! ian government c» 
t of a tribal chief arbitrating — 
between bickering clans rather than he: former. PDPA style | 
e bei g pushed byo 
siti 
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calling of a national conference of peace 
involving all Afghan groups; a six-month 
ceasefire, and the formation of a coalition 
government. He said a loya jirga (tribal 
council) could be called to adopt a new con- 
stitution and a law for general elections 
which could be supervised by international 
bodies. An international conference should 
declare Afghanistan permanently neutral 
and a regional conference of its neighbours 
would settle other tensions, he said. 

The president's most potent cards since 
the Soviet withdrawal have been to allude to 
the threat of a revival of Afghan nationalism 
and to paint the mujahideen as foreign- 
backed invaders, a version of reality which 
had no credibility while Soviet troops were 


Najibullah; government militiamen; Bhutto: the elusive peace. 


in Afghanistan. However, Kabul remains an 
extremely tense city with mujahideen rocket 
attacks through the day and the regime 
launching its massive Scud rockets against 
guerilla targets near the Pakistan border dur- 
ing the night. Between 16 August and 23 
September, the guerillas fired 267 rockets 
into the city, killing 113 people and injuring 
297. Many of the victims are children, who 
are hit by flying shrapnel. 


fter a day of rocket attacks in Sep- 
tember, 20 wounded children were 
admitted to hospitals. Five-year-old 
Faradin was playing by the Kabul river with 
his two elder brothers who were killed in- 
stantly following a rocket strike. Faradin lies 





in hospital with his right thigh bone shat- 
tered by shrapnel. Hanifa, 10, a beautiful 
girl, lost oneleg and was expected to lose the 
other. She was severely traumatised by se- 
eing four of her family killed by rockets. The 
injured children have expressions of ut- 
ter despair, total incomprehension and 
agonised beauty. The scene is similar to hos- 
pitals in Peshawar where the children of the 
mujahideen are treated after stepping on 
mines or being caught in an air bombard- 
ment by the Kabul regime's air force. 
Crucial to Najibullah's success has been 
defusing the 25-year split between the Par- 
cham and Khalq factions in the PDPA. "The 
PDPA is the strongest political force in this 
country and the world has to deal with 
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deen to take a seat at the negotiatingtable. —. 

However, the crackle of AK 47 gunfire and thud of artillery 
rounds reverberate continuously through the night, as rival 
militias demonstrate their machismo, and army artillery keep the 
mujahideen at bay just outside Herat. It is about as peaceful as is 
possible in a city where every second man wears bullet belts 
down to his ankles. Ismael Khan has launched no major attacks 
since Soviet troops withdrew in February, but the mujahideen 
still have the run of the countryside. 

Such deals of convenient coexistence are evident everywhere. 
. There is little military presence around Herat airport, which 
Clearly the guerillas have agreed not to attack. The 20-km drive to 
the city is done at breakneck speed under the watchful eyes of 
tanks, because there is no deal with the guerillas on the road. 

Herat, probably one of the world's oldestliving cities, had sur- 
vived the onslaughts of Genghis Khan, Tamurlane and Alexan- 
der the Great until the Soviet invasion in 1979. Its beautiful av- 
enues lined with fir trees, huge villas and ancient carpet bazaars 
are now falling apart. In 1980, Heratis under Ismael Khan staged 
an insurrection against the Soviets which left 600 Soviets and 
thousands of civilians killed and 14,000 houses destroyed. The 
Soviets retook Herat only after they flattened the entire western 
part of the city with carpet bombing. Now in a landscape of ruins 
stretching to the horizon, rival militias have set up their oytposts. 

"It will cost US$2.5 billion to rebuild the city,” said the govern- 
or. Significantly, the government is rebuilding the 1,400-year- 
old Grand Mosque, a masterpiece of Persian-style e design 
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and a symbol of the government's new commitment to Islam. 

Western Afghanistan is of great importance to the Najibullah 
regime if it is to woo the Iranians to the negotiating table and re- 
tain the confidence of Moscow. So far, Najibullah is succeeding 
by returning Herat to the traditional Afghan way of governance 
and through lavish Soviet handouts of weapons and food. Food, 
fuel and ammunition supplies are plentiful in western and south- | 
ern Afghanistan, and last month three huge supply convoys 
reached the besieged southern city of Kandahar. 

When and if peace comes, how any future government will 
control dozens of unruly militias is open to question. "The secret 
of our success lies in these militias that we were able to attract 
local commanders,” Najibullah told the REVviEw. He rejected a 
question that these militias were wild and said Afghanistan has a 
long historical tradition of civil defence forces helping regular 
forces against foreign invaders. - uu 

In a separate interview, Lieut-Gen. Abdul Haq Ulomi, head of 
the country's Supreme Defence Council, said the military’s main | 
task was to keep all the main roads and supply routes open, - 
while some 60,000 former guerillas are now acting as pro-govern- 
ment militias which are slowly being inducted into the army. 
"There will soon be 100,000 such militia which will mean we have - 
won over two-thirds of the opposition. Anothez 45,000 guerillas - 
have secret protocols with us not to fight," he said. 

For the time being, Najibullah’s deft manoeuvrings and the - 
lure of material benefits is holding these militias together on the - 
government side. E m Ahmed Hashid. k 
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= this aen ” said Deputy P Prime Minister 
. Mahmud Barylai, the brother of deposed 
president Babrak Karmal. "Factionalism be- 
. longs to the past but we cannot ignore the 
pluralism of ideas in the party," he said. 
Although the bitter factionalism of the 
past has receded, the PDPA is going through 
~ a realignment with hawks and doves, 
.. drawn from both Parcham and Khalq, 


- grouping together. The two main areas of 


- party debate are on future military strategy 
. and how much the PDPA should concede in a 
peace settlement. 
«^ Some hawkish senior army officers want 
. a more offensive military strategy: to push 
the mujahideen back to the Pakistan border 
following the failure of their months-long 
siege of the strategic city of Jalalabad to and 
 . mop up guerilla groups around the strategic 
Salang Highway to the Soviet border. On 
both issues Najibullah's dovish views have 
prevailed. 

Lieut-Gen. Abdul Haq Ulomi, who sup- 
ports the president, said the army main- 
tained a defensive strategy and wanted to 
retain a peace zone along the Pakistan bor- 
der so that the3 million refugees in Pakistan 
can return. However, in recent weeks there 
has been intense fighting around the be- 
sieged eastern border city of Khost. 


already has conceded too much in 

peace offers, especially in his promise 
of a coalition government with the mujahi- 
deen and a future role for the former king. 
Those belonging to the ex-king's Durrani 
Pathan clan favour an enlarged role for him. 
Others belonging to the rival Ghilzai Pathan 
clan remain cool to Zahir Shah. They believe 
that the PDPA must continue to control the 
levers of power even after a settlement. 
Najibullah's main concern is to preserve the 
party and ensure there are no reprisal kill- 
ings by the mujahideen; he has asked for 
international guarantees to secure political 
rights for all Afghan parties in any peace 
settlement. 

The debate in the PDPA has led also to a 
complex realignment along tribal and ethnic 
lines rather than the ideological divides of 
the past. Those representing minorities are 
apprehensive of Pathan domination, either 
by the mujahideen or the PDPA. 

However, both hawks and doves know 
that the PDPA's future credibility rests on 
Najibullah's charismatic style and growing 
stature. Nobody currently has the credibility 
to replace Najibullah and his removal would 
only strengthen the hawks who may sabot- 
age international peace efforts. Ironically, it 
is Najibullah, a former hardline communist 
and secret police chief, who is today leading 
the doves' call for peace. The Afghan tragedy 
is compounded by the reality that the cohe- 
rent and united leadership in Kabul has no 

ivaleht in Peshawar, where the mujahi- 

n have failed to evolve a united leader- 
ship or a political strategy for peace. E 


T he hawks believe that the president 
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AFGHANISTAN 2 


Soviet convoys keep Kabul and other cities alive 


ea” lifeline 


ae rm re nd erie ie ba A aA UR Re th te gh el mph tine AMMAR Ta Hare irm e e P a a aaa a e 


"oscow's commitment in economic 

and military aid to the Kabul re- 

we has been vastly underesti- 

mated by the West and Pakistan. The flow 

of Soviet food, fuel and weapons has played 

a determining role in sustaining the Afghan 

economy and allowing President Najibullah 

to conduct his political strategy of maintain- 

ing public morale and winning over the 
mujahideen. 

Afghan and diplomatic sources say Mos- 
cow is supplying the regime with 2,000 addi- 
tional trucks and fuel tankers to facilitate the 
supply of food and ammunition to Kabul be- 
fore winter snows block the country’s roads. 
Along the strategic Salang Highway, which 
runs from Hiratan on the Soviet border to 
Kabul, kilometre-long convoys bring food, 
fuel and ammunition to Kabul's 1.5 million 


Give us our daily bread. 


people. Drivers report no guerilla attacks, 
and security of the road north of the Salang 
tunnel has been largely handed over to local 
militia units by the army. 

The Soviets have financed a new tarmac 
road east of the old Salang Highway, which 
links up with the old highway south of 
Charikar. This passes through a region 
where the Kabul regime has concluded safe- 
passage arrangements with ,local guerilla 
commanders. 

“We are receiving 300 trucks of supplies a 
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day from the Soviet Union,” said Deputy 
Prime Minister Mohammed Hakim, a 
former general trained in the US. Hakim, 48, 


is the most experienced convoy trouble- 


shooter in the government, having or- 
ganised a relief convoy to the besieged city 
of Khost two years ago and saved Kabul 
from near starvation last year. “The govern- 
ment’s main pre-occupation is supplies to 
the cities before winter," he said. 

This year, countryside controlled by Ka- 
bul produced only 150,000 tonnes of wheat, 
or 10% of Afghanistan’s total consumption, 
due to a bad harvest and the war. Of the 
90,000 tonnes of wheat needed in Kabul 
alone to survive the winter, 37,000 tonnes 
have already been stockpiled, Hakim said. 

Hakim said the real problem now is fuel, 
which is already in short supply in the city. 
Diesel, even for some government cars, is 
only available on the black market at 10 
times the official price. Diesel is also used for 
electric power generation and to heat 
people’s homes. Even now the population 
only receives electricity on alternate nights, 
with no power during the day. 

Since all private truck owners are now al- 
lowed to load food from the north and sell it 
in Kabul, some militia commanders, most of 
them former mujahideen, are buying trucks 
and becoming traders because of the huge 
profits that can be made. In north Kabul, a 
sprawling second-hand truck and car mar- 
ket is doing a roaring business. 

In western Afghanistan, the gradual 
wearing down of mujahideen militancy is 
only made possible by the massive supplies 
of food and fuel from the Soviet Republic of 
Turkmenistan, which is aiding Herat pro- 
vince directly. “The Soviet Union has 
supplied some Rbl 10 million [US$15.9 mil- 
lion] worth of aid in kind to Herat in the past 
three years,” an aide to Herat’s governor 
said. 

Long truck convoys carry supplies in 
from Torgundi, 130 km away on the Soviet 
border. In Herat, the government sells the 
foodstuffs to 1,700 registered truckers and 32 
trading companies, which are then free to 
distribute the food through nine provinces. 
Supplies from Herat reach Helmand and 
Kandahar, nearly 1,000 km away. 

Ironically, itis Moscow thatis sponsoring 
this expansion of private enterprise, which 
is giving the powerful trading class a stake in 
supporting the Kabul regime. The shops 
of Herat are flooded with goods and 
foodstuffs, being sold at less than half the 
price in the capital. A 7-kg bag of flour, avail- 
able for Afs 700 (US$1.75) in Herat, costs Afs * 
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encouraged some 120,000 of the 2 million 
Afghan refugees in Iran to return home, the 
government says. 

The Soviet relief effort is also carried out 
by air. Up to 40 air freighters a day, carrying 
weapons and ammunition, cirde Kabul 
every 15 minutes or so, spitting out flares 
to counter missiles and boosting morale 
among the hard-pressed population. 

"The Soviet Union is giving us oxygen — 
bread and weapons — to defend our- 
selves," Minister for Tribes and Nationalities 


Suleiman Laeq said. Afghan officials said - 


the US and Pakistan seriously underesti- 
mated the regime's strength and Moscow’s 
commitment to support it after Soviet troops 
left the country in February. "The Soviets do 
not abandon their friends," said a senior 
Kabul official, who compared Moscow's 
commitment to Afghanistan with its sup- 
port for Cuba and Angola. | ^ 

Soviet aid to Kabul is almost unmeasura- 


ble, and officials appear to have no idea of 
the total — though US officials estimate it at - 





US$250-300 million a month. In contra 
US, Saudi Arabia and Pakistan will provide 
some US$700 million in aid to the mujahi- 
deen in all of 1989. Moreover, Soviet aid 
helps to maintain morale among the popula- 
tion under its administration, boosting the 
Kabul regime's credibility and internal 
Feeding the population through the 


snowbound winter months is the govern- 
ment's top priority, but hardship is evident 
everywhere. Afghan doctors say 60% of the 


city’s children already suffer from severe 


malnutrition. "Thousands of children will - 


freeze to death this winter because there is 
no fuel to heat their homes," said Azizullah 
Saidali, a doctor who is vice-president of the 
Indira Gandhi Pediatric Hospital, where 
children lie two to a bed surviving on drips. 

There is no fresh milk in the city, fresh 
vegetables are sporadic and expensive, 
while meat is out of the reach of most home 
budgets. Seven kilograms of rice now cost 


Afs 2,300, compared with Afs 800 a year. 


ago. The inflated price is equivalent to the 
monthly salary of a junior doctor. | 

A senior programme producer at Kabul 
IV said she spent most of her Afs 4,000 sal- 
ary buying powdered milk for her two small 
children. The regime has issued 240,000 ra- 
tion cards to government officials and their 
families, but the poor and dispossessed 
have no safety net for cheap food. 

Many Afghans fear that the US and 
Pakistan will urge the mujahideen to block 
food supplies to the capital during the 
winter, but the government is confident it 
can keep the main roads open. It is apparent 
that despite the Soviet Union's own eco- 
nomic crisis, Soviet President Mikhail Gor- 
bachov's commitment to Kabul is uncondi- 
tional and will be maintained until the US 
and Pakistan are prepared to accept a 
negotiated peace. = 
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1,600 in Kabul. This availability of goods has 


colleagues in Ne Win's inner 
circle of advisers, Tin Oo had 
surrounded himself with 
young officers who had ac- 
. cess to the foreign media and 
were able to travel abroad 


power from Ne Win, Tin 
. Oo's coterie was clearly pre- 


era. 





BURMA 





Tin Oo's release may herald power plav 


Sowing confusion 


By Bertil Lintner in Bangkok 


PEPPER imitata i i ei deste PREDA 





The best-known of the two, 61-year-old 
former Brig.-Gen. Tin Oo, served as head of 
Burma’s powerful military intelligence or- 
ganisation in the mid-1970s and later be- 
came the chief military assistant'to then pre- 
sident Ne Win. Once considered Ne Win's 
heir-apparent, Tin Oo was unexpectedly 
dismissed in May 1983 and subsequently ar- 
rested. | 

The other recently released officer, Bo Ni, 


headed the National Intelligence Bureau 


and served as home minister before 1983. 
Although there seems no doubt Ne Win 
ordered Tin Oo and Bo Ni's release, the 
reasons for as well as the tim- 
ing of the move remain un- 
clear. 

Unlike his more secretive 


and mix well with foreigners. 
Although their loyalty was 
unquestioned and they had  , 
no apparent desire to seize {$ 


paring for the post-Ne Win 


However, the intelligence — 
staff had become a virtual state within a 
state and were clearly too powerful for 
comfort, which led to their downfall in 1983 
amid a purge of Burma’s intelligence ap- 
paratus. 

The striking similarities between Tin Oo 
and the present intelligence chief, Brig.- 
Gen. Khin Nyunt, has led some observers to 
believe recent events may represent a 
Machiavellian move by Ne Win, who re- 
mains a powerful, behind-the-scenes figure. 
"Khin Nyunt is also building up his own 
power base of close subordinates who are 


preparing to take over once Ne Win is gone. 


But again, a state within the state is emerg- 
ing. Tin Oo, even if he remains passive, may 
serve as a colinterweight to Khin Nyunt,” 
an observer said. 

Another plausible explanation is that Ne 


FAR EASTERN ECONOMIC REVIEW 





Khin Nyunt: blunders. 


Win is preparing for his own departure and | 
place in history — a status which has long |. 
obsessed him. It is no secret that Tin Oo har- 
bours deep resentment over the way he was ` 
ousted, and any new government would ` 
probably have released him sooner or later - 
in any event. ^". . . he will be grateful to Ne 
Win [for his release]. But if he [had been] re- 
leased only after Ne Win's death, he may _ 
[have been] resentful and have revealed . 
all the secrets he knows about the old 
strongman,” another observersuggested. — ' 
Another theory is based on the assump- 
tion that there is mounting opposition to 


Khin Nyunt — even within the army. Khin = 
Nyunt was also recently criticised for two 


major blunders. 

In July, he claimed to have caught three 
young men who planted a bomb in the 
Syriam oil refinery. The three, who received 


death sentences, were members of the op- -— 


position National League for Democracy 
(NLD), and Khin Nyunt 
claimed their organiser was 
Moe Thiha, a former NLD 
youth leader "who is still 
being sought." 

However, Moe  Thiha 
was in a refugee camp along 
the Thai border at the time 
of the bombing and had 
not been in Rangoon for 
months. Khin Nyunt's next 
loss of face came on 6 Oc- 
tober, when two students 
hijacked a Burmese airliner 
to Thailand. Tin Oo and Bo 
Ni were released the follow- 
ing day. 

Perhaps equally impor- 

tantly, Tin Oo's followers -> 
printed a 60-page booklet in late 1988 which ` 
was circulated clandestinely in Rangoon. It > 
reflected the bitterness still felt by many of 
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the intelligence officers purged in 1983 and - 


contained details of Ne Win’s personal life 


and power plays. But despite a massive. = 
search and several random arrests, the "e 


people behind the booklet were not found. 
“With Tin Oo's help, these people may 


be located, and Ne Win may overcome the _ E 


shortcomings in the present intelligence net- 
work,” an observer said. 

Whatever the reasorf for the unexpect- 
ed releases, the fact that Tin Oo and Bo Ni 
are now out may serve to make Khin Nyunt 


uneasy, observers suggest. Seen in this a 
context, their release signals the power ^. 


struggle that will inevitably follow Ne Win's 
demise. Ed 
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become aware that this watch has the presence 


of an object of rare perfection. 
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a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 


a lifetime. 

We made this watch for 
you —to be part of your 
life — simply because this 
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made watches. 
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PAKISTAN 


Army prepares for its biggest ever exercise 


trine which Pakistan army chief Gen. Mirza 
Aslam Beg calls defensive-offensive war. 

The aim is to convey to traditional adver- 
sary India, a "dissuasive" message — the 
phrase the then Indian army chief K. Sun- 
darji used in describing his Operation Fal- 
con and Exercise Checker Board of 1987 
along the Sino-Indian border. 

With the fear of a two-front confrontation 
— Afghanistan and India — looming large 
during the 1980s, the Pakistan army under- 
went major expansion, simultaneously 
modernising its weaponry. Following the 
Soviet withdrawal from Afghanistan, the 
risk on the western border was considerably 
reduced, leaving Pakistan with a large extra 
force whose future development needed to 
be tested. "I now have large reserves in my 
hands and I must use them,” said Beg. 

The Zarbe Momin will be the first mili- 
tary exercise to include the Pakistan air 
force. Coordination plans for the two ser- 
vices have existed at command level, but 
only on paper, which will now be tested 
under field conditions. The role the air force 
is expected to play is at the crucial stage of a 
division-level assault across a river or a canal 
to establish a bridgehead on the other side to 
enable the armour to break out into the 
enemy territory. 

During India’s Operation Brass Tacks, 
Pakistan claimed it was not given sufficient 
advance warning of the scale of the exercise 
and, as a result, tensions rose along the bor- 
der. Pakistan army leaders thus have been 
careful to publicise their own exercise long in 
advance. They mentioned it to the Indian 
director of military operations, Gen. Y. K. 
Singh, during his visit some months ago; 
stated in public that they were willing to put 
off the exercise for some time if India re- 
quested because it coincided with the Indian 
general election; invited a number of foreign 
Observers, and selected an area some 200- 
250 km from the Pakistan-India border. 

Following its wars with Pakistan in 1965 
and 1971, India has built a complex of defen- 
sive canals such as the long Ganga canal and 
various ditches along the border. The Zarbe 
Momin involves major river crossings. The 
triangular exercise area extending from Dera 
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Ismail Khan and Dera Ghazi Khan through 
Multan, Leiah and Soon Sakesar valley in 
Sargodha district, is almost in the centre of 
Pakistan. Within this region lie desert and 
semi-desert areas as well as a complex of riv- 
ers and canals duplicating geographical fea- 
tures in the Indian states of Rajasthan and 
Punjab where Indo-Pakistani battles could 
be expected to take place. | 
Defence analysts maintain that in recent 
decades the Pakistani army has matured as 
a fighting force, with experienced officers 
holding senior command positibns. In con- 
trast, during the early decades after inde- 
pendence, the army expanded considerably 
and junior officers without adequate qualifi- 
cations had to be promoted hurriedly to fill 
the top slots. In recent years, there have also 
been several changes in the army’s organisa- 
tional and command structures. Pakistani 
generals do not openly discuss these 
changes, with the sole exception of that of 





the formation of five specialised air-defence 
brigades in recent years. 

But despite the local reluctance to discuss 
military matters openly, it is clear now that 
the Pakistan army or at least its current chief 
Beg, is prepared to admit that it had built 
within the country a false image of invinci- 
bility. It now is willing to concede past 
mistakes and learn from them. Beg has 
punctured the biggest local myth by stating 
that the 1965 war with India was not a vic- 
tory for Pakistan and that the 1971 war was a 
disaster. In both these cases, Pakistan did 
not have any integrated war scenario and 
battle plans were largely drawn up by for- 
mation comnfanders. 

A lack of strategic perspective has 
been the single most noticeable flaw in 
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the two wars, Beg says. It is not yet dear - 
what the army's new strategic concept, 
based upon the induction of new sophisti- 
cated weapons, is to be. From the early 
Stages of Partition, the higher echelons on 
both sides of the border were aware that for 
an armoured offensive, Pakistan had two 
options. One was to swing in a big arc to- 
wards India’s capital New Delhi from the 
Sindh-Rajasthan desert; the other, to opt for 
a shorter route from the junction of Rajas- 
than and Punjab. (In the 1965 war, inept 
Pakistani planning and generalship fail- 
ed to exploit its armoured superiority on 
the border of Punjab in the Khem Karan 
sector.) 

oimilarly, it was well known that India's 
preferred strategy could be to descend from 
Jammu in the north into Pakistan to encircle 
the most populous area of the Pakistani state 
of Punjab and also to cut off communica- 
tions lines between the south and north of. 
Pakistan. Operation Brass Tacks tried the 
new concept of launching an Indian ar- 
moured thrust from Rajasthan and head- 
ing north towards Pakistani Punjab. The 
lesson learned by the Indian generals dur- 
ing the exercise was that such a major thrust 
could leave its own plains of Punjab ex- 


posed. 
According to the Pakistan army, for the 





DAY, AGONY 


Beg: extra force. 





first time it feels well equipped to defend na- 
tional territory adequately and carry the war 
into enemy areas. The army feels confident 
that it is in a position not to wait for India to 
attack but to launch an offensive as soon as 
the government's go-ahead is received. It is 
argued that the lack of geographic depth to 
Pakistan — though a strategic vulnerability 
— is also an advantage. India requires about 
14 days to mobilise because of the long dis- 
tanees between the peacetime location of 
units and the border, whereas Pakistan can 
mobilise in about eight days. 

The Zarbe Momin exercise will involve 
seven infantry divisions, one armoyred divi- 
sion, one Apache helicopter squadron agd 
an unspecified number of air force squad- 
rons. " 
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ollowing the recent failure of the 
Paris Conference and the alleged 
withdrawal of Vietnamese troops 


anew on that country's future and Hanoi's 
role there. In his 5TH COLUMN (REVIEW, 


. 5 Oct), Gary Klintworth of the Australian 


National University raised a number of im- 
portant questions in the debate. 

First, was Vietnam's intervention jus- 
tified on the ground of self-defence? Under 


international law, a state may defend itself 


-| against attacks upon it. In doing so, how- 


ever, it must observe the principle of propor- 
tionality. 


During the period when the communist 


.Khmer Rouge was in power, its soldiers had 
made incursions into the territories of Thai- 


land and Vietnam, had stolen and de- 
stroyed property and had killed innocent 
civilians. Although vicious, the attacks were 
sporadic and localised. They certainly 
would not justify the action of Vietnam in 
sending an invading army into Cambodia, 
toppling its government and imposing a 
puppet regime in its place. 

Second, was Vietnam's intervention jus- 
tified on the ground that it was an act of 
humanitarian intervention? The question of 
whether the doctrine of humanitarian inter- 
vention, which had been much abused by 
powerful states to intervene in the affairs of 
weaker states, has any validity in contempo- 
rary international law is subject to much 
controversy. Many have argued that what- 
ever its validity before 1945, the doctrine has 


_| been superseded by the UN Charter, which 


“| people from the atrocities of 
their government. 
had helped the Khmer Rouge 


people, Vietnam's leaders were 
congratulating their Cambo- 
‘dian counterparts. 


| Phnom Penh stating that “the 


prohibits the use of force except in self-de- 
fence. | 
Putting aside the legal question, the evi- 


dence does not support the thesis that Viet- 


nam intervened in Cambodia 
in order to save the Cambodian 


Vietnam 


to defeat the government of 
Lon Nol. From 1975-78, when 
the Khmer Rouge was killing 
tens of thousands of its own 


For example, ir? April 1977, 
Vietnamese leaders, including 
then Vietnam Communist 
Party general secretary Le 
Dyan and then premier Pham 
Van Dong, sent a message to 


RS 


from Cambodia, a debate has begun _ 


Hanoi s role in Camb 


By Tommy T. B. Koh 


Vietnamese people warmly hail these fine 
achievements of the fraternal people of 
Kampuchea." 

And on 15 September 1978, three 
months before Vietnam invaded Cambodia, 
the UN Commission on Human Rights held 
a meeting in Geneva. The British delegation 
submitted a resolution asking the commis- 
sion to inquire into human-rights violations 
in Cambodia and requesting that the matter 
be given the highest priority. The resolution 
was adopted by 15 votes in favour, three 
against, with two abstentions. All three 
negative votes came from the socialist bloc, 
including the Soviet Union. 


66 
The evidence does not support 
the thesis that Vietnam 
intervened in Cambodia to save 
the people from the atrocities of 
their government. 


Vietnam did not begin to denounce the 
atrocities of the Khmer Rouge until its inva- 
sion of Cambodia. The real motive for its in- 
tervention was, therefore, not humanita- 
rian. It was the unwillingness of the Khmer 
Rouge regime to accept Vietnamese 
hegemony. If Cambodia had followed the 
example of Laos and had agreed to become a 
satellite state of Vietnam, there would have 
been no intervention. In that event, Viet- 
nam would have continued to denounce 
Western criticisms of human-rights viola- 
tions in Cambodia as a pack of lies fabricated 
by the imperialists. 





The occupation army's swan song. 
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Third, will the Vietnamese-backed re- 
gime in Phnom Penh win increasing in- 
ternational credibility as the government 
of Cambodia. So far, it has only been 
recognised by a handful of Soviet bloc 
countries and India. The world will not 
recognise the regime because it is a govern- 
ment installed by a foreign occupying 
power; it is not a regime chosen by the Cam- 
bodian people. 

To recognise the government in Phnom 
Penh would be to reward Vietnamese ag- 
gression. This would set a very dangerous 
precedent for states everywhere. It is also re- 
levant to recall that most of the leaders of the 
Phnom Penh regime, including Heng Sam- 
rin, Chea Sim and Hun Sen, were former 
leaders of the Khmer Rouge. According to 
some academic estimates, about 80% of the 
regime's present cadres are former Khmer 
Rouge. 

Fourth, would the acceptance of the 
Vietnamese-backed regime bring peace to 
Cambodia? It would not. This is why the 
Asean countries have rejected any partial 
solution. Our goal is to enable the Cambo- 
dian people to exercise their right to self- 
determination in a free, fair and democratic 
election. 

The first step towards this goal is to 
negotiate a ceasefire. The second step is to 
agree on an interim administration, consist- 
ing of all four Cambodian parties, for the pri- 
mary purpose of organising such an election 
under UN supervision. The third step is to 
agree either to disarm the fighters or to 
sequester them in camps so that the election 
can take place in an environment free of in- 
timidation. The fourth step is to introduce a 
substantial UN peacekeeping force to main- 
tain law and order, and to prevent any 
group from attempting to seize 
power by force. 

Once a government has 
been elected, the interna- 
tional community should rally 
to its support and assist it 
to reconstruct the country. 
Finally, Cambodia and the 
states which attended the Paris 
Conference would exchange 
guarantees to protect the 
sovereignty, territorial integrity 
and neutrality of Cambodia 
and to ensure that Cambodia 
would never pose a threat to 


any of its neighbours. a 
Tommy T. B. Koh is Singapore's , 
ambassador to the US. 
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The B767-300 ER is the ultimate long-distance passenger plane. 
It's the plane every airline wants to buy. TIVA 
With our specifications, we've turned it into the plane every airline would 


be pfoud to own. 
e And at the average rate of one plane every 2 months in the last 


year, we now own Six . .. last count. GOLDEN GUCE (AUR 


A TRULY CIVILISED WAY TO FLY. 
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REGIONAL AFFAIRS 





AUSTRALIA 





The Asian migrant flow keeps growing 


ANIA LD AEA SeS bortre dma e a ma Ena aN AG A S a maa aaa A ar anaana REPRE 


he Asian region is increasingly be- 
| coming Australia's biggest source for 
JH migrants, who feel more secure 
about future prospects in their adopted 
country. Although the immigration debate 
among Australians currently centres around 
the economic wisdom of the large influx of 
newcomers, it is unlikely to affect the trend 
of a growth in Asian migrants. 

According to Australian Bureau of Mi- 
grant Research, figures for 1988-89 show the 
proportion of migrants coming to Australia 
from Asia rose by three percentage points 
to 35.8% of Australia's total migrant intake. 
Of the total of 145,115 people who migrated 
to Australia, the number from Asia was 
51,996. 

Migrants from Britain and Ireland total- 
led 31,541 or 21.7%, while New Zealanders 
and Pacific Islanders totalled 31,541 or 
21.7%. A year previously, in 1987-88, the 
Asian component of Australia's immigra- 
tion programme was 46,469 or 32.4%. Asia 
has in fact provided Australia with its most 
steadily growing source of migrants this 
decade. Only New Zealand and the Pacific 
islands have had a similar rate of growth in 
the number of migrants to Australia. 

Last year most migrants from Asia came 
from Hongkong; some 6.9% or 9,975. Mig- 
rants from the Philippines totalled 9,282 or 
6.4%, while 6.1% or 8,799 came from 
Malaysia. 

A particular feature of the programme 
was the increase in the proportion of skilled 
migrants. Skilled migrants comprise 30% of 
Australia's migrant intake. Semi-skilled and 
unskilled workers number 17%, while the 
53% of migrants who are children an 
spouses are not rated according to | 
labour-market skills. 

Ás with each successive wave 
of Australian migration, migrants 
are more likely to be unemployed 
than those born in Australia. Un- 
employment rates among Austra- 
lians are running at 5.7% and those 
of migrants 6%. Migrants with the 
highest unemployment rates are 
those comprising mainly the refu- 
gee groups: Lebanese 24.6%, Viet- 
namese 14.9% and the Poles 11.6%. 

Also in keeping with patterns 
throughout Australia’s history of 
post-World War II immigration, mi- 
grants who are the latest arrivals 
e have the greatest difficulty getting 
jobs. Unemployment among mi- 
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Want anew life? Join the queue. 


11%, whereas it is 4.2% for those who ar- 
rived before 1971. 

The release of this latest set of figures 
showing a continuing rise in immigration 
numbers from Asia to Australia was met 
with general equanimity. Despite the acri- 
monious comments bruited about by a 
select band of Australian community lead- 
ers from time to time about the changing 
patterns of Australian immigration, most 
migrants from Asia still find Australia a rela- 
tively attractive destination. 

Gerard Sullivan and Subbiah Gunaseka- 
ran of Singapore's Institute of Southeast 
Asian studies found this in a recent study on 
migration from Southeast Asia to Australia. 
Reporting on interviews with migrants from 
Singapore, where the economy is booming 
and employment opportunities are good, 
the authors noted: "When asked why they 
[Singaporean migrants to Australia] felt 
more secure about the economic future of 
Australia, where the economy is sluggish to 
say the least, they replied that because of its 
history and natural resources, Australia's fu- 
ture was promising. In response to a series 
of questions about expectations and adapta- 


tion to a new society, they responded that 


friends had told them that there are large 
Chinese communities in several cities and 
that it was possible to mix comfortably in 
that milieu and not experience too much dis- 
crimination...” 

Singaporeans apparently wished to 
emigrate not only because of insecurity 
about long-term economic prospects but 
also because of perceived limitations in 
educational opportunities, especially at 
the tertiary level, and, to a lesser extent, 
national service. Some Singaporeans, who 
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had studied overseas, found the pressure to 
conform a problem when they returned to 
Singapore. ! 

Sullivan and Gunasekaran found that a 
high proportion of migrants from the Philip- - 
pines were spouses of Australian men. They - 
found, too, that the women were often bet- - 
ter educated than the Australians they mar-- 
ried but they were willing to marry outside - 
their culture in the hope of finding better op- 
portunities and financial security for their 
children. x 

Looking at emigration rates from- 
Malaysia to Australia, the authors found: 
“To the extent that educational oppor- 
tunities and experience are bound up with 
emigration . . . The situation in Malaysia is ` 
very similar to that in Singapore. Parents 
want to be . . . where their children have op- 
portunities . . . However, in Malaysia there 
is the extra dimension of belonging to an 
ethnic group which is losing status and for 
those Chinese and Indians who remain or 
return to Malaysia, the institutional barriers 
to professional and business advancement 
are seen to be serious . . ." 

Asked whether they were concerned 
about experiencing discrimination in Aus- 
tralia, emigrants were reported to have re- 
plied that friends and relatives had told 
them it was not such a problem on a day-to- 
day level. One said: "It could happen at 
home. We experience discrimination in 
Malaysia too." In fact in at least one Austra- 
lian state, New South Wales, legislation has 
now been introduced which makes racial 
discrimination illegal. 

The immigration debate has reverted in 
Australia to the economic wisdom of large- 
scale programmes. Arguments as to whe- 
ther large-scale immigration helped or 
harmed the Australian economy raged dur- 
ing the late 1960s and early 1970s when pro- 
grammes brought some 170,000 migrants, 
predominantly Europeans, a year to Austra- 
lia. : 

One who has revived the arguments 
is Stephen Joske from the Australian fed- 
eral parliament's Legislative Research Di- 
vision. In a background paper written last 
month, Joske concluded: “Immi- 
gration cannot be justified on eco- - 
nomic grounds alone, and there 
may be negative effects of immi- 
gration, such as less training, dis- 
| tortion of investment and in par- 
ticular balance of payments prob- 
lems, which, though difficult to 
quantify suggest that lower immigra- 
tion may be desirable for economic 
reasons." 

For the moment, however, both 
the government and the opposition 
subscribe to a programme along the 
present lines of 140,000 immigrants 
and even if there were moves to les- 
sen the number, every indications 
that the mix of migrants would keep 
to present trends. a 
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INDONESIA 


Papal visit renews international focus on East Timor 


Unresolved tensions 


ope John II's assertion during his visit 

to the disputed territory of East Timor 

that the rights and traditions of its 
people should be respected, coupled with a 
minor local protest against the Indonesian 
Government, are likely to renew awareness 
of an issue that has long plagued Indonesia 
in international forums. 

From the outset, the significance of the 
pope’s four-hour stopover in one of the old- 
est Catholic communities in Asia was ar- 
gued between those who said it confirmed 
Jakarta's de facto rule since 1975 — not yet 
recognised by the UN — and by officials in 
Takarta and at the Vatican who claimed it 
was merely a pastoral visit. 

Almost rivalling his Indonesian hosts in 
the ambiguity of his actions, the pope did 
not kiss the ground on his arrival at 
the East Timor capital of Dili as he 
usually does in a new country. But he 
did kneel to kiss a crucifix on reach- 
ing the site of the papal mass at 
Tasitolu, 10 km east of Dili. Vatican 
officials were at pains to dismiss this 
as a purely pastoral act, with the 
Bishop of East Timor Carlos Belo in- 
sisting that as the pope "kissed Christ 
in suffering, so he kissed the East 
Timor people in suffering." 

An estimated 200,000 Timorese — 
perhaps 40% of the population — 
gathered for the mass on 12 October 
and were told by the pope: "For 
many years now, you have experi- 
enced destruction and death as a re- 
sult of conflict; you have known 
what it means to be victims of hatred 
and struggle." In an apparent refer- 
ence to Jakarta, he said: "Respect for 
the rights which render life more 
human must be firmly ensured." 

The government did everything 
possible to ensure that people as- 
sembled to see the pope, and the pontiff 
himself, would see little of the estimat- 
ed 18,000-strong security presence in the 
territory. However, rigorous military 
checks on all movement between towns and 
villages were said to have deterred many 
worshippers from coming to Dili for the 
mass. 

It was also an ideal opportunity for those 
who oppose Indonesian rule to make their 
point before an estimated 100 foreign jour- 
nalists allowed into East Timor for the occa- 
sion. After the mass had finished, a group of 
around 20 young Timorese came from the 
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back of the large open field and unfurled 
banners calling on the pope to support their 
struggle for independence. Some govern- 
ment officials tried to explain the protest 
away as a show of enthusiasm rather than 
dissent. But few can say the effects of the 
war and famine which followed the depar- 
ture of the Portuguese in late 1975 and the 
territory's forcible annexation by Indonesia, 
have completely dissipated. "The situation 
is less than normal, I must admit, for various 
reasons," said Defence Minister Benny Mur- 
dani, himself a Catholic, who was in East 
Timor to receive the pope. 

The simplest explanation as to why East 
Timor remains unsettled more than a 
decade after integration. — and the one 
favoured by international human-rights or- 
ganisations — is that annexation still rankles 
and Jakarta’s heavy military presence and 








The pope in Indonesia: cryptic condemnation. 


strict security measures continue to be the 


main obstacle to the acceptance of Indone- 


sian rule. 

The 150-km drive east from Dili to 
Baukau involves at least five military 
checkpoints where all travellers have to pro- 
duce proof of identity with their names 
being recorded by the police or local militia. 
East Timor was officially declared an open 
province in January this year, but restric- 
tions on movement have since been reim- 
posed in five eastern districts Where the mili- 
tary authorities say there remains a threat to 
security from bandits and remnants of the 
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Revolutionary Front for Independent East 
Timor (Fretilin). 

Curiously, the army goes to some 
lengths to present Fretilin as a credible — 
though low-level — insurgency. Figures for 
the total number of guerillas left (around 
200-300) and for the number of those killed 
annually (about 80) have remained constant 
for two or more years. Military intelligence 
sources say that despite having so few men 
under arms, Fretilin continues to inflict 
casualties on the army. 

A clandestine letter signed by “a repre- 
sentative of the Timorese underground 
movement” and distributed before the 
pope’s arrival in Dili, stated: “The real situa- 
tion is that a substantial armed resistance 
continues bravely and the people continue a 
passive resistance in areas controlled by the 
Indonesians.” Objective observers are reluc- 
tant to cast doubt on such assertions. 

However, many observers are wary of 
the military's motives for providing informa- 
tion on Fretilin's operations. Elsewhere in 
Indonesia, a cloak of secrecy covers any mili- 
tary operation mounted against the slightest 
rural disturbance. But after the pope left East 
Timor, foreign journalists were encouraged 
to meet and talk with alleged Fretilin prison- 
ers now helping the army to entice 
their former comrades out of the 
hills. 

Efforts are being made to reduce 
the military presence. The special 
command for East Timor is sche- 
duled to wind down from mid- 
October. Military sources say the 
change will involve the withdrawal 
of at least two battalions — about 
1,000 men in all — and the transfer of 
command to the Udayana regional 
military headquarters in Bali. Even 
so, a new battalion of Timorese sol- 
diers has been formed and is cur- 
rently being trained in East Java. 


ore complex historical fac- 
tors continue to plague East 
Timor, however, and may 
explain why it is so difficult for the 
military to stabilise the security situa- 
tion. As in other former Portuguese 
colonies, political factions formed 
under colonial rule remain firmly 
rooted in society. When the Portu- 
guese Govemment announced its inten- 
tion in 1974 to decolonise East Timor, Fretilin 
was one of the three major factions which 
emerged, along with the pro-Indonesian 
Timorese Democratic People's Association 
(Apodeti) and the more moderate Timorese 
Democratic Union (UDT). The subsequent 
civil war and Indonesian military involve- 
ment in 1975 culminated in the annexation 
of the territory by Jakarta the following 
year. 

While Fretilin as an active force has been 
banished to the hills, many of the party's 
former members have achieved prominent 
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positions under Indonesian rule. The head 
of the local cooperatives board in Dili is a 
former member of the Fretilin central com- 
mittee. Several senior members of the gov- 
ernor's staff can claim the same pedigree. 
Ranged against them are former members 
of Apodeti, who say they have not been re- 
warded enough for the support they gave 
Jakarta. 

. East Timor's Govemor Mario Carras- 


calao, and privately some members of the - 


military, agree that these political anti- 
pathies run deep and show no sign of di- 
minishing. One former Apodeti member 
told the REVIEW he wished the Indonesian 
army would leave so he could go out and kill 
all the Fretilin he could find. Apodeti, and to 
some extent members of the UDT, allege 
their members were massacred by Fretilin 
during the civil war and some Timorese be- 
lieve they are itching for revenge. A senior 
military intelligence officer, asked what 
would happen if the military scaled down 
their presence drastically, said another civil 
war was a likely possibility. 

What worries government officials even 
more is that some Indonesian military offi- 
cers have exploited these political divisions 
as part of security operations, thus per- 
petuating the rivalries. "People are playing 
with Fretilin sympathies for their own pri- 
vate interests," said Carrascalao, who did 
not rule out the possibility that the demon- 


stration before the pope was not a genuine 
display of organised resistance. 

Both Bishop Belo and Carrascalao. ex- 
pressed deep concern about the continued 
division of Timorese society, and believe the 
most important part of the pope's message 


was his call for reconciliation. The govern- 


ment denies it sought to use the papal visit 
in this connection, but the feeling in East 
Timor is that this was the aim. 

Perhaps they are right. While the bishop 
told the congregation the pope kissed the 
suffering Timorese people when he knelt 
and kissed the crucifix at Tasitolu, a Javanese 
military officer revealed that the eight-tiered 
roof, four columns and five circles of con- 
crete which together constituted the papal 
sacristy at the mass site, was purposely de- 
signed to represent August 1945 — the year 
Indonesia gained independence. "In this 
sense, we believe the pope blessed Pancasila 
[Indonesia's state ideology],” the officer 
said. 


Peter Wise writes from Lisbon: While the 
Portuguese Government said the 
could have been more forceful in his con- 
demnation of human-rights violations, For- 
eign Minister Joao de Deus Pinheiro consi- 
dered the balance of the papal visit positive 
because it focused international attention 
upon the East Timor issue. 

Portugal, still the administrating power 





MALAYSIA 1 


New opposition party holds its inaugural congress 


Razaleigh's rally 
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T he inaugural party congress of 


both substance and fire, compared 
with the rhetoric surrounding its founding 
a year ago when it broke away from the de- 
registered United Malays National Organi- 
sation (Umno) before that party re-emerged 
as Umno (Baru). As expected, former fi- 
nance minister Tunku Razaleigh Hamzah 
was elected Semangat '46 president and the 
rallying point for the continued challenge 
to Prime Minister Datuk Seri Mahathir 
Mohamad's administration. However, the 
new party did demonstrate solidarity with 
its opposition allies by outlining for the first 
time its position on Islam. 

Malaysia's first prime minister Tunku 
Abdul Rahman opened the meeting by re- 
minding the 475 delegates of the need to 
hold fast to the original goals of the old 
Umno. "We will never surrender," said the 
Tunku, enumerating some of the present 
government's alleged abuses of power. 
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"Malaysia has become a police state." 

But in Malaysian politics, the bottom 
line remains the Malay vote. Although 
Razaleigh polled 48.5% of the delegates’ 
votes in the original Umno's 1987 party elec- 
tions for president, he must now prove that 
he has the support of Malays nationally. 








The Tunku, Razaleigh: solidarity. 
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of the territory under international law, is 
pressing for an act of self-determination that - 
would allow the East Timorese to decide - 
their own future. Deus Pinheiro said Por- 
tugal planned to increase its diplomatic ef- _ 
forts in the wake of the pope’s visit. 
The government noted in a statement - 
that the Vatican had informed Portugal- 
through diplomatic channels prior to the - 
pope's visit that it maintained its position re- - 
garding the “international status" of East ~ 
Timor, meaning it did not recognise Indone- — 
sian sovereignty over the territory. ] 
“During his visit, no word or gesture of — 
the pope's could be interpreted as an ` 
acceptance of the thesis of the integration of 
East timor into Indonesia," the statement . 
said. It also noted that the pope had not - 
used any Indonesian dialect but had spoken 
in the local language, Tetum, and English. 
In an apparent reference to the demon- 
stration by young Timorese, the govern- 
ment also said that the rejection of the In- 
donesian occupation by the population was ` 
so evident that not even the strong police - 
contingent was able to oppose the manifes- 
tation of the desire for freedom shown by 
the Timorese. Diplomatic sources in Lisbon 
said the Portuguese Government was at- 
tempting to obtain information concerning a 
report quoting Bishop Belo that nine people 
were detained following the demonstra- 
tion. a 


And Mahathir — who won those party elec- 
tions and now is president of Umno — has 
the advantage of leading the dominant 
Malay party. 

Given that it was Semangat '46's first 
meeting since the splinter group was legally 
approved as a political party in May, the 
election of office bearers was the main item 
on the agenda. At the last moment, one- 
time Selangor chief minister Datuk Harun 
Idris withdrew from the race for deputy, 
leaving former foreign minister Datuk Rais 
Yatim as the overwhelming favourite for the 
position. This robbed Umno of any ammun- 
ition to support allegations of in-fighting in 
Semangat ‘46, said a delegate. | 

Nevertheless, while the meeting lacked 
the intensity of the old Umno elections, 
there was still a lot of lobbying and bloc 
manoeuvring. There were seven candidates 
for the three vice-president posts and 38 for 
the 20 supreme council seats. 

The emergence of Ibrahim Azmi Hassan 
as the highest-polling vice-president also re- 
flected the changing times. Hassan, from 
Trengganu, is better known as an Islamic 
exbert than a political strategist. Another 
vice-president was woman lawyer Marina 
Yusoff, whose election to a high leadership 
post was perhaps untimely given recent 
statements by the Parti Islam (Pas) — one of 
Semangat '46's Malay allies — that leader- 
ship was a male purview in Islamic societies. 

Perhaps the most noteworthy sign of sol- 
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fashion knitwear's a pretty rare sight. - 
Unless you happen to be in the export 
business, like Darwin International Textile, who 


are producing and exporting high quality fashion 


knitwear for exclusive European labels. 

Since expanding to Darwin to produce 
knitted tops by acombination of high technology 
and specialist skills, Darwin International Textile 
products have become eagerly sought in the 
world's fashion markets. 

But why Darwin, you ask? 


Simple. The Trade Development Zone, 
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When: you add it all up, if you don't see the 
Trade Development Zone as the logical step for - 
manufacturers wishing to export you re just 
spinning yourself a loose yarn. 

So, while. the others talk about it, we're — 
achieving | export success in the toughest ; 


| markets i in the world. 
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idarity at the assembly was the presence not 
only of Semangat '46's Malay allies, but also 
of the Chinese opposition, in the persons of 
Democratic Action Party (DAP) chief Lim Kit 
Siang and his deputy Lee Lam Thye. To- 
gether with Pas, and Berjaya, Semangat “46 





has formed an opposition alliance called the 


Angkatan Perpaduan Ummah (APU, or 
Force of the Peoples Movement as 
Razaleigh translated it, instead of the more 
literal Muslim Unity Movement), offering it- 
self as a multi-racial, alternative govern- 
ment. 

While the DAP is not a member of the APU 
alliance, it does have a loose electoral ar- 
rangement with Semangat '46 not to split 
opposition votes. But in this "understand- 





ing,’ as it is euphemistically called, Pas and 


the DAP have to maintain some distance be- 
tween each other because of the religious 
and ethnic sensitivities of their respective 
constituents. | 

Walking a political tightrope, Razaleigh 
went to great pains to explain the differences 


between Semangat '46's ties with each 


party. While Pas and Semangat '46 will 
work the east coast for the next elections — 


expected within the next six months though 
not due until August 1990 — the task of 


bringing in the urban, non-Malay west coast 
votes will rest with the DAP. In his six-point 
programme of action, Razaleigh clearly 
spelled out that Semangat '46's first princi- 
ple was to "establish Islam as a way of life 





MALAYSIA 2 


Indian congress leader narrowly retains post 





Malaysian Indian Congress (MIC) 

elections on 15 October was in the 
best traditions of Tamil cinema. But what 
lay at stake was serious — the leadership of 
Malaysia's only ethnic Indian political party, 
representing the country’s poorest, most so- 
cially depressed minority community. 

In the event, incumbent MIC president 
Datuk Seri S. Samy Vellu retained his post, 
but by a slimmer margin than even he had 
expected. He polled 59.2% of the 19,960 
votes cast to the 36.6% drawn by his only 
serious challenger, MIC deputy president 
Datuk 5. Subramaniam. Seven 
others, who were not seen as serious 
contenders, scraped together a total 
of 160 votes between them. 

But the battle is not quite over. 
Subramaniam has refused to con- 
cede defeat, his agents having 
lodged several complaints of elec- 
tion irregularities which have yet 
to be resolved. Meanwhile, Samy 
Vellu has asked Subramaniam to 
sever ties with both MIC vice-presi- 
dent Datuk K. Pathmanaban and 
expelled vice-president M. G. Pan- 
dithan, both of whom had thrown 
their full weight behind Sub- 
ramaniam. To this, Pandithan, a 
grassroots leader whom Samy Vellu 
had labelled as fighting “caste politics” 
replied: “I am not finished yet. Nobody can 
end my political career.” 

Matters seem to be at an impasse. Samy 
Vellu had earlier hinted that there was little 
hope for forgiveness and reconciliation after 
the latest bitter round. “If they continue to 
fight I will finish them,” he declared after his 
victory. Although he later added: “If they 


T he acrimony that preceded the 
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Ethnie ele et 


Subramaniam; Samy Vellu: acrimony. 


ion | 


want to serve, I will let them serve," mem- 
bers of the rival camp remained sceptical. 

Malaysians of Indian origin make up 
10% of the population, or about 1.4 million 
of Malaysia's 17.1 million people. Most of 
them are Tamils and Malayalees, traditional 
rivals on the rubber estates to which they 
were first brought by British plantation own- 
ers from India. As a general rule, Malayalees 
often rose to become clerks and supervisors 
on these estates, while the Tamils worked as 
labourers. 

This traditional rivalry has lingered and 
in unobtrusive ways still colours MIC politics, 


complicating personality clashes. Energy, 
Telecommunications and Posts Minister 


Samy Vellu is Tamil, and so is Deputy 


Minister of Agriculture Subramaniam. But 
Pathmanaban, the deputy minister of la- 
bour, is a Malayalee. And despite being a 
trained doetor and a proven leader, 
Pathmanaban cannot hope to ever become 
MIC president, Indian political observers 
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based on truth, justice, freedom and good | 





values, while guaranteeing and protecting © 
freedom of religion." i 

This was the first time the new party .. 
had declared its position on Islam, a com- ` 
promise vital to maintaining harmony — 
between its allies. “For Pas to go around | 
without mentioning [the] Islamic state . 
means it ceases to exist" explained a.. 
Semangat ‘46 leader. Yet he felt that Pas 
leaders themselves were pragmatic enough 
not to push the issue. "Pas lives in a milieu. 
where the DAP does not exist, in the Malay — 
states," he added. “I believe Pas will always - 
have an Islamic state on their minds but the < 
important thing is, they are not imposing it - 
on others." LB 


said, because the Tamils are the majority 
and will not vote in a Malayalee to lead the- 
congress. | 

At first glance, the MIC voting system is- 
the most democratic of Malaysia's political- 
parties since all branch committee members, 
numbering almost 22,000, get to vote. In. 
other party elections, only selected dele- 
gates to an assembly choose a party chief. 

But the immensity of the exercise also 
leaves it open to abuse. Since there are so 
many voters, balloting is conducted in the 
branches; normally at the branch chief's 
house, making the election something of a 
social event. Secret ballots are somewhat 
harder to ensure in a house, where there 
might be a coffee table in a corner, but not 
an enclosed booth. Everyone more or less 
knows how the others voted and, appa- 
rently, there have been instances where 
some branch chiefs have asked to see com- 
pleted ballot slips before they were cast. 

Skirmishes in the estates and small 

, towns are therefore very common. 
None of these tensions, however, 
were visible outside the MIC head- 
quarters on the night of the count. 
Their spirits danfpened by a heavy 
downpour and the deterrence of four 
truckloads of anti-riot police, very 
few supporters were seen hanging 
around for the results. Most were ap- 
parently milling in and around the 
houses of their respective leaders, 
while Pathmanaban and MIC secret- 
ary-general D. P. Vijandran, who 
was acting for Samy Vellu, engaged 
in a slanging match over alleged mis- 
conduct at the polls. 

The desperate fight was waged 
also in the newspapers. The Tamil 
Nesan is owned by Samy Vellu's supporters, 
The Tamil Osai by Subramaniam's. In the tug. 
of war, the only attempt at a neutral paper, 
The Thinamani — under Pathmanaban's 
sphere of influence — ended up with two 
different versions hitting the streets on the 
eve of polling. A case to decide the legal 
holder of its publishing licence is now pend- 
ing in court. B Suhaini Aznam 
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Government troop reinforcements take up positions in Sisophon. 


CAMBODIA 





ith a lull in diplomatic activity in in 

the search for a peace formula in 

Cambodia, the Cambodian resist- 
ance is gradually securing territory near the 
Thai border in a country now free of Viet- 
namese troops. Yet, no major towns have fall- 
en, and battle reports suggest government 
troops are not putting up much of a fight at 
the moment, perhaps waiting for the immi- 
nent onset of the dry season to bring their ar- 
mour and superior firepower fully into play. 

Most of the attacks are being carried out 
by forces of the two non-communist resist- 
ance factions loyal to Prince Norodom 
Sihanouk, and the Khmer People’s National 
Liberation Front (KPNLF) headed by Son 
Sann. Since 30 September, the KPNLF claim 
that 5,000 of their estimated 16,000 troops 
have thrust south from the northwestern 
Cambodian border along Route 69, taking 
the towns of Banteay Chmar, Kandoul, the 
administrative centre of Thmar Puok and 
now attacking Svay Chek — just 25 km from 
the Banteay Meanchey provincial capital of 
Sisophon. The faction says 700-800 govern- 
ment troops have either been captured or 
defected, and a few Soviet-made T54 tanks 
destroyed. 

Sihanouk’s troops have joined in these 
battles, and one of their commanders now 
administers Thmar Puok, but they have 
concentrated more on overunning govern- 
ment outposts and bridges, and cutting 
roads in Oddar Meanchey province, stretch- 
ing down from their northern border 
camps. The Sihanoukists claim the entire 
border stretching north and west of the 
main Thai border town Araynyaprathet to 
the junction with the Lao border is in the 
non-communist resistance’s hands. West- 
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- istarice —— gain ground 


« for turf 


ern analysts say that the KPNLF alone control 
1,000 km? of territory, with a population of 
perhaps 50,000. 

Further south is the Cardamom moun- 
tainous region, regarded as the Khmer 
Rouge's main staging area. The Khmer 
Rouge, the most powerful, and best-equip- 
ped of the resistance factions, have virtually 
surrounded the strategic gem-mining town 
of Pailin in this area, but are reported to have 
settled for artillery bombardment on the 
heavily fortified town, rather than making 
any attempt to capture it. 

The Khmer Rouge, almost universally 
despised as the "bad guys" in the current 
conflict because of their murderous period 
in power from 1975-78, are reported by one 
Western analyst to be "biding their time," 
concentrating more on political work among 
Khmers throughout the country. If they cap- 
tured a major town, such as Battambang, 
Cambodia's largest city in western Cam- 
bodia, the international community which 
has so far backed the resistance would 
doubtless baulk at the thought that they 


were on the way back to power in Phnom 


Penh. 

China continues to provide the Khmer 
Rouge with military equipment and, along 
with Singapore, supplies the other two re- 
sistance factions to a lesser extent. The esti- 
mated 40-50,000 Khmer Rouge fighters 
might prove a match for the similar number 
of regular troops of the Phnom Penh re- 
gime, headed by Premier Hun Sen. 

A Chinese source, knowledgeable on the 
Khmer Rouge, is reported to have told 
Western diplomats that the communist fac- 
tion fully realises the extent of the interna- 
tional odium, and is aware that it cannot 
take over the country in the way it did be- 
fore. a 
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Leadership reins in critics while wooing investors 





\ August sharply rejected “bourgeois 

liberalisation” and political plura- 
lism, have stepped up efforts to rein in 
the country's increasingly outspoken jour- 
nalists and intellectuals, while continuing to 
call for economic reform and woo foreign in- 
vestors. 

The mixed signals have prompted deep 
disappointment among the many writers 
and academics, particularly in the south, 
who two-and-a-half years ago strongly sup- 
ported newly elected communist party chief 
Nguyen Van Linh's efforts to restructure 
Vietnamese society and downplay out- 
moded socialist rhetoric. | 

At least two literary magazines in central 
Vietnam have been shut down in recent 
months and the editors of the two most im- 
portant newspapers in Ho Chi Minh City 
are being changed. To Hoa, 64, the editor of 
Saigon Giai Phong (Liberation), the 
southern party daily, was forced to 
retire because of his "age," prompt- 
ing him to write an unusual farewell 
letter declaring that he was not step- 
ping down because of "mistakes." 

Meanwhile, the government's at- 
tempt to replace Vu Kim Hanh, the 
37-year-old editor of Tuoi Tre with 
Hong Dang, an aide to party chief 
Linh, has prompted widespread con- 
troversy. The Ho Chi Minh City 
youth newspaper has long attracted 
attention because of its outspoken at- 
tacks on corruption and incompe- 
tence and its sensitive examination of 
Vietnam's social problems. 

Hanh embarrassed Hanoi with 
her frank description of political 
totalitarianism in North Korea, which 
prompted protests from North Korean 
diplomats. According to sources close to 
the paper, Hanh has been "invited" to 
attend the Nguyen Ai Quoc party school 
near Hanoi, but the magazine's party com- 
mittee has threatened to revoke her replace- 
ment's party membership if he accepts the 
job. 

Lieut-Gen. Tran Do, director of the cen- 
tral committee's department of culture and 
arts and a frequent supporter of freedom for 
writers and artists, has lost his job since the 
August plenum. At least three provincial 
party secretaries (from Dong Nai and Vung 
Tau in the south and Quang Ninh in the 
north) have also been replaced in recent 
months, but observers are uncertain 


h26 OCTOBER 1989 








whether the changes are related to the new 
conservative trend. 

The Dong Nai party chief was well- 
known for her fiercely independent style 
and for developing close economic ties with 
Taiwan at the same time that Hanoi was try- 
ing to improve relations with China. 

Writer Duong Thu Huong, author of a 
popular new novel — Blind Paradise — 
which describes the disillusionment of 
people who supported the communists dur- 
ing the wars against France and the US, has 


told her friends that she has been ques- 


tioned twice by police in recent weeks and 
has been forced to hide her two latest manu- 
scripts. The party chief criticised Huong’s 
book as anti-communist during the national 
assembly meeting in June. 

Academic and cultural exchanges, which 


had increased rapidly in recent years, have 


been cut back not only with Western coun- 
tries, but also with the Soviet Union, An eco- 


-nomic conference on Indochina, scheduled 





to be held in Hungary in December, has 
been postponed until 1990. 

"Ihe reaction among writers to the 
seventh plenum is similar to that of other 
people in society," one writer, who had 
spoken more openly in the past, said about 
the August central committee meeting 
which focused on ideological questions. 
“We all felt a need for the new resolution, 
but some consider it to have narrowed the 
door's opening." 

Vietnamese officials say the central com- 
mittee's hastily organised August plenum 
was convened in response to several inter- 
nal and external developments.One factor 
was increased anti-government activities by 
overseas Vietnamese, said a ranking official, 
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who asked not to be identified. He report- 





ed that overseas Vietnamese groups. had 
stepped up shipments of propaganda | 
magazines to Vietnam calling for "the dissol- - 
ution of the Vietnamese Communist Party": - 
and suggesting that Hanoi's "Ba Dinh- 
Square be turned into Tiananmen Square," ` 
a reference to the Chinese pro-democracy - 
movement which was crushed in June. — 

Foreign Minister Nguyen Co Thach 
charged that the alleged infiltration of 68 
Vietnamese exiles from Thailand to car yc 
out sabotage activities in Vietnam demons- _ 
trated that "many want to undermine the - 
Vietnamese nation.” Thach, who is also a 
politburo member and a vice-premier, said 
the infiltrators had been killed or captured in | 
Laos en route to Vietnam late last month, ` 

Many Vietnamese leaders were also un- 
nerved by calls from within the party forin- 
creased political reform in Vietnam. "Some 
party members were calling for greater poli- 
tical pluralism and for turning our political 
system into a parliamentary system with a 
senate and a house of representatives," one 
official reported. "They suggested turning . 
the communist party into a league of Viet- | 
namese communists.” Kn 

. The Vietnamese party also was troubled - 


by political developments in the Soviet: 


Union and Eastern Europe, which for years 
served as a model for Hanoi. "The situation 
in the Soviet Union is extremely com- 
plicated," one official said. "There's 
too many political organisations, too 
much ethnic fighting and too many 
problems of supply." The open criti- 
cism of Stalin and Lenin by Soviet 
historians has shocked Vietnamese 
communists, who are still heavily in- 
fluenced by Confucian respect forau- 
thority. | 

In a speech concluding the central 
committee plenum on 24 August, . 
Linh charged the West, particularly — 
US President George Bush, with try- 


memorate national day on 2 Sep- 


Vietnam remained open to invest- 


ment from abroad, while rejecting political 


pluralism as it is being introduced in Eastern 
Europe. ur 
“Democratisation is now essentially di- 


rected at the economic domain," Linh said. EE 
“It is not our policy to hasten renovation of p 
the political system while preparations are 
still inadequate. Neither is it our intention to 
effect limitless democratisation,” he said. 
“Any adventurous step in this direction E 
would certainly lead to political instability." — 

Some observers question whether Linh, = 
who has been the driving force foreconomic —. 


reform since 1986, supports the new political = 
hard line and suggest that he may'only have 
been trying to “make the party’s rightwing = 


more comfortable.” But officials close to the 


ing to underminé communist coun- 
tries. In another speech to com- 


tember, Linh seemed to soften his. 
earlier shrill tone by reiterating that 
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i patty chief dam hei isamajor aad ofthe 
> new thinking. 

-. . "Linh has changed," said one official 
== who asked not to be named. “He feels big 
. pressure to maintain the flag and face of so- 
.- dalism, so he has strengthened his ideologi- 
^ cal position.” According to Vietnamese and 
. East European sources, Linh was strongly 
s supported. by Premier Do Muoi, Defence 
< Minister Le Duc Anh and the other army 
^. representatives in the central committee. 
=i Only two politburo members spoke out 
. against the hard line, according to the 
' Sources. 

< _Thach, who missed the central commit- 
~~ tee plenum because he was attending the in- 





- ternational conference on Cambodia in 


Paris, warned party leaders that the strong 
ideological emphasis might be misun- 
*.. derstood by Western countries and foreign 


businessmen whom Hanoi has been trying 
to court. Vietnamese officials say Thach, 
who called for Vietnam to withdraw its 
troops from Cambodia in an attempt to end 
the country's economic and political isola- 
tion, already has faced criticism within the 
party because the September pull-out has 
not brought an end to the West's economic 
boycott. 

Tran Xuan Bach, a politburo member 
who has long been responsible for party re- 
lations with Cambodia and is commonly 
thought to be conservative, also warned 
against the harsh rejection of calls for poli- 
tical reform, according to Vietnamese 


sources. Similar appeals were reportedly 
made by Tran Do, who subsequently lost 
his job as director of the central committee's 
culture and arts department, and Ha Xuan 
Truong, the editor of Tap Chi Cong San, the 
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Aquino s scheduled US visit -— by Marcos’ dud 
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By John McBeth in Manila 


acabre body-for-bullion deals, poli- 
tical infighting, vaguely explained 
assassination plots and attendant 
coup rumours, have shown that former 
Philippine leader Ferdinand Marcos is likely 
to remain as disruptive a figure in death as 
he was in life. And that is something that 
President Corazon Aquino could do with- 
out as she prepares for a trip to the US early 
next month. | 
The Philippines always seems to get the 
jitters when Aquino ventures overseas. But 
Marcos' death on 28 September and the cre- 
dibility lent by sorhe military and congres- 


=. sional leaders to reports of a possible at- 


" tempt on Aquino’s life, have contributed to 
_a general sense of unease. 

Although diplomats who met Aquino re- 
cently said she appeared calm and in con- 
trol, it is understood that in planning for her 

. US trip, the president would not even con- 
sider going to Los Angeles, home of the 
largest Filipino population and also the re- 
fuge for former coconut baron Eduardo 
Cojuangco and other cronies of the old re- 
gime. 
_. Cojuangco, still influential and generally 
regarded as the logical leader of the Marcos 
. loyalists, has now been rebuffed three times 
in his efforts to get-a new Philippine pass- 
port. He says he wants to return to fight a 
civil suit brought against him by the Presi- 
dential Commission on Good Government. 
of there is a specific conspiracy against 
Aquino, army intelligence chief Brig.-Gen. 
Galileo Kintinar is not saying. A Philippine 
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military source said that death threats 
against the president were nothing new, 
having begun after government forces put 
down rebel colonel Gregorio Honasan's 
1987 coup attempt. 

Many critics see the alleged conspiracy as 
an attempt to influence the Supreme Court 
which will shortly decide whether to lift an 
earlier 8-7 ruling banning a live Marcos from 
returning to the Philippines. Vice-President 
Salvador Laurel says he was not even told of 
the plot when he was briefed by Defence 
Secretary Fidel Ramos and armed forces 
chief of staff Renato de Villa a day before the 
news was announced. 

Laurel, whois now in open opposition to 
Aquino, wants the justices to consider hear- 


Farewell my lovely. 
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party's theoretical journal. “It’s not clear yet 
what direction political developments in 
Vietnam will take," said one Vietnamese of- 
ficial. "Maybe it will only be a temporary 
change, but maybe it will be a eae 
change. 

“It depends not only on us — continued 
pressure on Vietnam only helps the hardlin- 
ers," said the official, suggesting that the 
polices of China, Vietnam's non-com- 
munist neighbours and Western countries 
will have an important impact on future po- 
litical trends in Hanoi. 

Foreign observers and Vietnamese offi- 
cials say the convening of the Journalists’ 
Association congress on 20 October and the 
Writers Association congress a week later 
will give some clues about how far the party 
intends to go in rolling back its earlier re- 
forms. m 


ing oral arguments to speed up the review 
process. He says that if the court does 
decide to rule in favour of the remains 
being returned, the next step will be to 
open the way for Marcos’ widow Imelda 
and members of her family to attend the 
funeral — something that can only be done 
if she first receives permission from the US 
courts. 

Facing racketeering charges that could 
condemn her to years in prison, Imelda 
Marcos has been described by people who 
have met with her in recent months as an in- 
creasingly desperate woman. 

Marcos' loyalist rallies in Manila have 
been poorly attended, despite public senti- 
ment which leans in favour of the body 
being flown home. It is understood the 
transcript of a telephone conversation be- 
tween Imelda Marcos and a senior political 
figure in Manila made reference to US$1 mil- 
lion being sent into the country, but the mili- 
tary source said that "the real money" did 
not appear to have arrived. 

Although Aquino has said she will bow 
to the wishes of the court, she would almost 
certainly consult her cabinet on the issue be- 
fore reversing her decision. And in a recent 
statement, she went close to publicly rebuk- 
ing her powerful younger brother, con- 
gressman Jose Cojuangco, for suggesting a 
deal under which the remains would be re- 
turned in exchange for the billions of dollars 
Marcos is alleged to have looted from the na- 
tion's treasury. 

Aquino dearly is perplexed over the 
sympathetic treatment accorded since his 
death to the man who was ousted in her 
favour in 1986, and at the way she is being 
viewed as unnecessarily vindictive. Attack- 
ing those who she accused of making for- 
tunes during the Marcos years, the presi- 
dent told a recent business gathering: "The 
spirit of reconciliation has been extended to 
blind forgiveness for those who fronted for 
the dictatorship and who have yet to make 
restitution to the nation.” (See Page 46) m 
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It hadn't been the easiest of assignments. But now he had the data 
and the samples he wanted, and the weather was worsening. 
Time to make a move. “Take me to the Hilton." A great place, 
the Hilton. He sometimes took it for granted, but that was a 
compliment. He'd never been let down yet. He smiled to himself 
at the prospect of a warm welcome and a hot bath. For the 
next few days, the only ice he wanted to see would be in a 


at over 400 hotels, call your travel agent, any H 
Hilton hotel or Hilton Reservations Worldwide. 


INTERNATIONAL 


THE HILTON -THE HOTEL 


or Saas 


tall glass in the lobby bar. -For reservations | iN 
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WHY SETTLE FOR THE ACCEPTABLE 
WHEN YOU CAN EXPERIENCE THE EXCEPTIONAL? 


For those who recognize the difference 
in quality there is now a very special place. 
Grand Hyatt Hong Kong. 

From the moment you enter the 
impressive lobby, you'll know you've arrived. 
Set against a backdrop of Hong Kong's 
magnificent harbour, you're greeted by 


soaring marble columns, sweeping staircases, 


cascading fountains. And gracious service. bathed in luxury. 

In fact, everything about the Grand Hyatt In a city renowned for world-class 
is exceptional. Three restaurants with breath- hotels, now there’s one for even the most 
taking harbour views. J]'s, a completely discerning guest. Grand Hyatt Hong Kong. 
new concept of entertainment. Hong Kong's For reservations at over 150 hotels and 
largest recreation deck with golf THE resorts worldwide, call 


driving range, landscaped swimming | Y A | | your travel planner or your 


B 
pool and tennis courts. And guest rooms TOUCH nearest Hyatt. 


GRANDHYATTÉS)HONG KONG 


1 HARBOUR ROAD, HONG KONG. TEL: 5-8611234. FAX: 5-8611677 
NOW OPEN [ 

















DEREK DAVIES 








Traveller’s Tales 


ast week I poked what I hope read 
as some affectionate fun at the In- 
dian gift for language as expressed 
in English. The Letters to the Editor 
columns of Indian newspapers, like all well- 


, edited correspondence columns, give an ex- 


cellent reflection of the society in which they 
are published, whether "Disgusted" is writ- 
ing to The Times on unilateral disarma- 
ments or to a local newspaper about litter. 
This one, to the Indian Express earlier this 
year, was couched in classical prose and re- 
corded one eloquent if jaundiced view of 


| Bombay yuppiedom: 


Sir, 

In the prevailing crowded conditions in subur- 
ban trains throughout the day and particularly 
during peak hours, the two Railway adminis- 
trators should ban the carrying of brief cases by 
commuters. These brief cases are a menace in the 
overcrowded compartments. They are being used 
as battering rams by the carriers while entering 
and exiting, often causing painful injuries to other 
passengers. Moreover, they take up valuable cubic 


| space, thereby restricting the available accomoda- 


tion. 

The carrying of brief cases has become a status 
symbol. The carriers can be seen nonchalantly 
strutting about platforms recklessly swinging their 
brief cases. Inside the compartment these persons 
open their brief cases in mid air to extract reading 
material for their journey, or to replace it, risking 
injury to the heads and bodies of fellow commuters 
standing nearby or seated on the aisle seats. 

The only contents of these brief cases more 
often than not are a glossy magazine or two, a 
newspaper, a face towel and may be a tiffin box 
containing snacks. The carriers give the impres- 
sion that they carry important papers for attention 
at home. If they have to carry work home, they 
must be overworked or hopelessly inefficient and 
hence unable to complete their work during work- 
ing hours, or, worse still, neglectful of their 
families. 

I earnestly appeal to the Railway administra- 
tions on behalf of all non-brief case carrying com- 
muters to speedily ban the carrying of brief cases. 
If the Railway administrations fail to act in the 
matter the High Court will have to be moved for 
issue of an appropriate writ compelling them to do 
50. W. F. Saldanha 

Bombay 


A first-class example of classical rhetoric. 
Unfortunately, it would appear from an 
item, spotted once again by Christine Pem- 
berton of Bombay in The Times of India col- 
umn, City Lights, that those who bear the 
responsibility of maintaining such standards 
are sloppy in the execution of their duties. 
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Bombay University, the columnist com- 
mented, seemed bent on proving the law an 
ass. In a field where the placing of a comma 
counts, those who set last April's LL.B. 
examination papers had made "voluminous 
typographical, spelling and grammatical er- 
rors," the column averred, and gave some 
examples while, it must be admitted, pub- 
lishing some typos of its own: 

N.B. — (1) Answer in both the sections 
must be written in separate answer-books. 

1, "Actus non facit rerum nisi mens sit 
era, that is to say the act does not comstitute 
guilt, without a guilty mind." EXplain. 

2. (a) ‘Necessity knwows no law.’ Discus 
[sic]. 

5. What is hurt? Explain grevious hurt. Or 
what is culpasle homicide? When does cul- 
pasle homicide amount to murder? 

6. Distinguish between theft and Exfor- 
tions, robbery and Dacoity. Or What is defar- 
nation? Explain three of the exceptions to the 
offence of defarnation. 

7. Distinguish between “criminal misap- 
propriation” and “criminal Breachs of trust.” 

8. (a) A is at work with a batchet: the bead 
[sic] fies off and kills a man who is standing 
by. Has A committed any offence? (b) Z is 
carried off by a tiger. A fires at the tiger 
knowing it to be likely bat the shot may kill Z 
but not intending to kill Z but to save Z. A’s 
shot gives Z a mortal wound. Has A com- 
mitted any offence? (d) A voluntarily throws 
into a river a ring belonging to Z. Has A 
committed offenc? 

It seems to me that, with or without 
grammatical errors or typos, the law is fairly 
ass-like at times. 


Even death notices in the newspapers 
cause the occasional chuckle. One, in The 
Times of India pictured an ordinary tabby cat, 
with the mournful memorial signed by a 
doctor: 

IN FOND REMEMBRANCE OF OUR 
LOVING CAT “MAU SETH” WHO 

LEFT FOR HIS HEAVENLY ABODE ON 
1-4-1988. MAY GOD GIVE PEACE TO 

HIS SOUL. 


Up in Nepal, another message of condo- 
lences was ruined by a misprint in the pages 
of the Rising Nepal. It recorded with sorrow 
the untimely death of one of the staff mem- 
bers of the local casino, and added: 


We collegues of Casino Nepal pay the almighty 
for eternal peace to the departed soul 
Friends of Casino Nepal 
Casino Nepal, 


Kathmandu 
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It was the same newspaper which once 
astonished its readers with the headline: 


Woman’s 
body 
found in 
graveyard 





An of the greatest public 
interest appeared earlier this year in the 
pages of Bombay’s Indian Express which 
amused Rana Sircar. It read: 


For the benefit of the Public 


The Hon. Sheriff of Bombay Shri Nana Chudasama 
and Shri S.S. Tinaikar, Municipal Commissioner of 
Bombay will perform the Pooja and lay the Founda- 
tion Stone of the Most Modern Public Toilet at Haji Ali 
Circle, as a part of Sheriff's programme for Public 
Toilets. 


In Nepal again, Martin Bode went trekking 
in the Annapurna region, where he photo- 
graphed a couple of interesting signs. The 
first, on a stake erected in one of the spec- 
tacular passes, certainly beats “No Litter” for 
charm: 





The second, to say the least, makes one 
think twice: 
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F1: Goo HP UNDERFOOT WITH RENAULT. 


NEARLY GOO HP AT 11,000 REVS PER 
MINUTE... RENAULT GIVES THIERRY BOUTSEN 
AND RICCARDO PATRESE.ALL THE ENERGY 
AND POWER THEY NEED FOR RACING. THEY 
COMBINE THIS WITH THEIR TALENT. 

THE NEW V1O ENGINE IS A BORN COMPETITOR. 


IT IS THE RESULT OF A SPECIALISED TEAN 
WORKING CLOSELY WITH MEN WHO DESIG? 
AND BUILD MASS-PRODUCED ENGINES. 

THE FIRST CHALLENGE IS TECHNOLOGY: NE\ 
ALLOYS. LIGHTER STRUCTURES, COMPACT 
NESS, A CONSTANT SEARCH FOR OPTIMUN 





ERFORMANCE. THE FUTURE IS AT OUR FIN- 
ERTIPS AND IT IS THIS TECHNOLOGY THAT 
OES INTO OUR ENGINES. 

'ENAUL T'S INVOLVEMENT IN FORMULA ONE 
ACING CAN BE SEEN BY THE QUALITY 'OF 
RODUCTION, THE STRICT AND EFFICIENT 


RENAULT. VIVE LA DIFFERENCE. 





TEAM ORGANISATION AND IN THE SPIRIT OF 
TOP LEVEL COMPETITION. RENAULT IN FOR- 
MULA ONE IS THE RROOF OF THE PASSION OF 
EACH AND EVERY MAN AND’ WOMAN IN 
THE COMPANY AND THE WORLDWIDE SALES 
NETWORK. 
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Loyalty begets cult-worship for the favourite son of Ilocos Norte 





By Susan Blaustein in llocos Norte 


t the Marcos family ancestral home 
in the sleepy town of Batac, a small 
group of retainers and Marcos 
loyalists have gathered, clutching 
rosary beads and praying. Several days have 

since Ferdinand Marcos died, and 
still a steady trickle of mourners and the curi- 
ous come to see the open casket of his 
mother, Josefa Edralin Marcos. Dona Josefa 
has been lying under glass in white brocade 
since shortly after her death at the age of 96 
on 4 May 1988. 

“She is still waiting for her son,” explains 
Marcos loyalist Oliver Lozano. “It was her 
TS Ral that she should not be buried 
until her loving son should come home.” 

In Batac and throughout Marcos’ home 
province of Ilocos Norte, there are those 
who insist Marcos was a great man, a hero 
and an Ilocano legend. Despite the obvious 
disparity between the thrift practised by 
most Ilocos natives and Marcos’ legendary 
profligacy, Ilocanos almost uniformly resist 
criticism of their favourite son. Marcos is a 
hero here because he is Ilocano and he made 
it big. He is credited, therefore, with all the 
traits Ilocanos most admire, like thrift, 
simplicity and perseverance: traits essential 
to survival in this rugged province caught 
between infertile mountainous terrain and 
the typhoon-prone South China Sea. 

Now that Marcos has finally died, his 
most steadfast Ilocano followers seem intent 
in turning their loyalty into cult-worship. 
Dona Josefa’s casket, for instance, is sur- 
rounded by a full-size bust of Marcos and 
a half-size portrait of herself; large signed 
photos of Marcos (known as "Andy" at 
home), with his mother, with wife Imelda, 
with his war medals; and dozens of large 
fresh and fake orchid wreaths with long rib- 
bons marked with the names of the donors 
— including the just-deceased Andy himself 
and "Meldy." 

Dona Josefa herself is looking remarka- 
bly well, all things considered. "She looks 
more and more like Marcos," says one 
onlooker. "Very beautiful, says another, 
“you'd think she was sleeping." “Only her 
hands give it away,” says her companion; 
“very wrinkled.” A mortician is said to at- 
tend to Marcos’ mother once every two 
weeks. Lately he has taken to dropping by 
ewery day or so, just to check her make-up 
and coiffure. 

The devout few keeping the vigil for 








Dona Josefa belong to “a spiritual group” 
called Alpha Omega and founded by Mama 
Rose, a dear friend of Marcos’ youngest sis- 
ter, Fortuna “Baby” Marcos Barba. Accord- 
ing to Teresita Maglahus, known as Sister 
Tessie, who has spent the past 16 months 
praying for Dona Josefa for at least six hours 
a day, Mama Rose had it straight from Jesus 
some time before Dona Josefa died that 
“Mommy Sefa” and her son were “not ordi- 

humans,” but “instruments of God.” 
Sister Tessie would not elaborate because "it 
is not yet time to tell the people." She insists 


Mommy Sefa in repose. 


that "a big miracle will happen in the Philip- 
pines before the whole world will know 
about who the Marcoses are." 

The women members of Alpha Omega 
pray in ankle-length robes ("depending on 
the message that Mama Rose receives, we 
wear different colours," explains Sister Tes- 
sie), decorated with striped armbands, the 
Philippine flag and the insignia, "Spiritual 
Age-33: Jesukristo." Sister Tessie takes up 
her microphone and begins *o lead after- 
noon prayers for the mothers of Marcos and 
Jesus while an occasional family member or 
camera-laden tourist file by the coffin. Ac- 
cording to Sister Tessie, a number of suffer- 
ers — from arthritis, cancer, infertility — 
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Immortalizing Marcos 


have also come to pay respects to Mommy 
Sefa and to receive a healing touch from one 
of her followers. 

Upstairs in this family home is the pri- 
vately financed Marcos Museum, where 
archives and mementos flesh out more de- 
tails of Marcos' life. There are dozens of 
medals, which historians claim are phoney, 
for valour and distinguished conduct, ser- 
vice and gallantry in World War II. There is 
an urn into which Marcos is said to have ex- 
pelled several litres of water mistakenly in- 
haled when he almost drowned at age 12. 
Sixteen licence plates are a reminder of the 
cars he drove in his 16 years as con- 
gressman. Two large family trees, sprayed 
gold and mounted on velour, list every sibl- 
ing and cousin, and small hollow papier- 
maché hearts, also gilded, bear messages re- 
ceived from God by Mama Rose. 

Opened in 1977 at the former president's 
initiative by his library staff, the museum 
closed when he was ousted, and reopened 
only last year on his 71st birthday. "Marcos 
believes in sevens," explained guide Segun- 
dina Manzono Pitpit, who has not stopped 
working at the museum since the day it 
opened, including the two-and-a-half years 
when it was shut down. 


glass-topped display case includes 
such books as The Wit of Ferdinand 
Marcos, The Ideas of Imelda Romualdez 
Marcos, and Marcos’ own A Per- 
spective on Human Rights and the Rule of Law, 
a contribution to legal scholarship by one 
who "fearlessly stood up for human rights," 
as some vintage campaign literature 
mounted nearby attests. There are 23 life- 
size Marcos mannequins; 14 of them have 
Marcos modelling fancy barong Tagalog 
shirts, another six have Marcos dressed in 
sheer white shirts bearing the presidential 
seal and embossed with "F. Marcos" signa- 
tures, in two Marcos wears business suits, 
and the last mannequin stands next to a 
caseful of Marcos sportswear, dressed in à 
tennis outfit. 

“Marcos is a simply man, very thrifty,” 
commented self-proclaimed “hard-core” 
loyalist attorney Nemo B. de Pedro II, still 
using the present tense several days after his 
mentor's death. “He wears his barong three 
or five times before he puts it in the laundry. 
He is Ilocano, and Ilocanos are very thrifty.” 

Although Marcos built a palace, several 
mansions, an international airport, sports 
complex and world-class golf course in 
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Ilocos Norte for his family and 


magical gifts and death has 
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friends, there is little evidence 
that he did much to help his fel- 
low Ilocanos improve their lot, 
despite the oft-repeated lore to 
that effect. 

In 1963, while still a con- 
gressman, Marcos gerryman- 
dered eight small districts, call- 
ed barangays, from the town of 
Dingras to honour his father 
with a town called Marcos. 
Marcos is now a poor rice-farm- 
ing community of 15,000 in- 
habitants set in the hills above 
the Laoag River Valley some 40 
km from Batac. Most of its 
barangays are named for Mar- 
cos family members, including 
Barangay Imelda. Until recently some of 
these were controlled by the New People's 
Army (NPA), but since March the military 
has posted armed civilian defence forces in 
the hills surrounding Marcos, which Mayor 
Felicito Tamayo claims has solved the in- 
surgency problem. 

But according to provincial Vice-Gover- 
nor Rolando ‘Mad Dog’ Abadilla, if the new 





Cult-worship with a funereal flair. 


civilian forces did not put a dampener on the 
red menace in the region, Marcos' death cer- 
tainly did — at least temporarily. "Even our 
friends the NPAs are mourning," said this 
former Marcos intelligence chief and re- 
nowned hunter of communists. 

Ilocanos in particular love to recount 
wondrous tales starring their favourite 
hometown boy, whom life endowed with 
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Baseball players suffer for their sport 


Umpire of the sun 


By John Boyle 
Baseball is more than just a game. It has eternal 
value. Through it, one learns the beautiful and 
noble spirit of Japan. 














pioneer baseball player and man- 
ager, known as the “god of Japanese 
baseball” until his death in 1965. For Tobita, 
baseball embodied virtues most Japanese 
associate with Zen, especially gaman. 
Gaman, which translates as the ability to en- 
dure hardships patiently, is practically what 
it means to be Japanese. As the race for the 
pennant winds down this month, Japan's 12 
professional baseball teams are working 
overtime to demonstrate their gaman. 
Tobita's version of gaman involved what 
some baseball players call infield practice. 
He called it "death training." Players would 
shag balls, Tobita prescribed, “Until they 
were half dead.” More precisely, until “froth 
was coming out of their mouths.” “If the 
players do not try so hard as to vomit blood 
in practice, then they cannot hope to win 
games. One must suffer to be good.” 
Baseball is not one of those recent Ameri- 
can exports like break-dancing or Burger 
King. It goes back even further than the 


T hose are the words of Suishu Tobita, 
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Ray-Ban fad that swept over Japan in the 
dark days after the war when Gen. MacAr- 
thur was proconsul and a walking adver- 
tisement for the sunglasses. The sport 
goes back farther than 1934, when Lefty 
O'Doul, Lou Gehrig and Babe Ruth played 
exhibition ball games in Tokyo and Osaka, 
and prompted the creation of the first pro- 
fessional league in Japan. Baseball goes all 
the way back to 1873. In that year, only 
months after the Meiji government dropped 
a 250-year ban on Christianity, a missionary 
teacher by the name of Horace Wilson ar- 
rived and instructed students on the cam- 
pus of what is now Tokyo University in the 
rudiments of baseball. The game caught on. 
Christianity never did. 

According to the Kodansha Encyclo- 
pedia of Japan, however, baseball did not 
really become a popular sport until a team 
fielded by Tokyo’s prestigious First Higher 
School (Ichiko) challenged the American 
Athletic Club in Yokohama. At first, accord- 
ing to Donald Roden’s account in Schooldays 
in Imperial Japfn, the Americans copped out 
with excuses about baseball being “our na- 
tional game” and with warnings about the 
physical hazards posed by oversized Yan- 
kees playing undersized Ichiko lads. 

After five years of temporising, the 
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= raised to mythic proportions. 
: They insist that Marcos posses- 
i sed a special amulet or anting- 
anting that could ward off bul- 
lets and make him telepathic or 
invisible, which explains how 
he managed to survive his sup- 
posed war injuries, coup at- 
tempts, and, in the last eight 
months of his life, almost total 
organ failure. 

Laoag City Vice-Mayor Don 
Ranada said that last month's 
typhoon began on Marcos' 
birthday, and, added his wife 
Yvonne, the former president's 
death was also marked by what 
Ilocanos call "Marcos weather" 
because "it rained so hard" (not in itself 
miraculous during the rainy season here). 
The day Marcos died, the entire island of 
Luzon, which stretches from Ilocos Norte 
south beyond Manila, was struck by a mys- 
terious and unusually long power outage. 
"Maybe he wanted us to feel that something 
happened to him," suggested Yvonne 
Ranada. B 


Americans consented to a match on 23 May, 
1896, on the grounds of the Athletic Club, 
until then off limits to Japanese. In the best 
tradition of gaman, the Ichiko lads endured 
the derision of the boorish foreign spectators 
and then went on to trounce the blue-eyed 
barbarians by a score of 29-4. When the 
Americans asked for a rematch two weeks 
later, the Japanese team agreed, vowing that 
they would play for the glory of the nation. 
Once again they triumphed by a huge mar- 
gin. These victories were all the sweeter, 
Roden explains, since it was well known 
that the Yokohama American Athletic Club 
cheated by recruiting players from the crews 
of American battleships moored nearby. 

The heritage of Japanese baseball is 
rooted in amateurism. College baseball rival- 
ries are the oldest in the nation; the one be- 
tween Keio and Waseda universities is so 
well established that a special word had to 
be coined for it, sokei-sen. High school and 
collegiate teams played in well-organised 
leagues with large, enthusiastic followings 
years before professional teams appeared. 
And to this day the nation's single biggest 
sporting event is the National High School 
Baseball Summer Championship Tourna- 
ment, an event which rivals the Olympics in 
its appeal to the Japanese public. Every Au- 
gust the eyes of the entire nation are fixed 
on the near sacred Koshien stadium near 
Osaka where the best 49 teams, pared down 
from almost 4,000 schools, compete in the 
single-elimination event. 

Professional teams scout the games and 
recruit about half of their players from tlee 
tournaments. Many other high school stars 


are given privileged positions in big corpora- 
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tions which maintain teams in the industrial 
leagues, asserts Robert Whiting, an Ameri- 
can living in Japan and the author of You 
Gotta Have Wa, a masterpiece study of Ja- 
panese baseball which illumines many other 
aspects of Japanese life. 

The wa in the title refers to the Confucian 
notion of social harmony — or team spirit. 
Grandstanding is out. The slugger who wins 
the game with a grand-slam home run in the 
bottom of the nineth inning insists that the 
victory is okagesama-de, thanks to the team 
and to the military-like cheering sections. 

Whiting catalogues a few other Japanese 
contributions to the game. Batters bow to 
the umpires. Tie games are commonplace 
and even welcome because neither side 
loses face. Batters are not supposed to let 
themselves get hit by inside pitches; those 
who do are expected to show their cool by 
jumping up and letting the pitcher know 
that they are okay with a smile. Unlike 
American fans who will happily wrestle 
each other to see who keeps a foul ball hit 
into the stands, Japanese spectators hand 
them over to stadium atten- 
dants. Teams practice for eight 
hours on game days. 

Japanese have mixed feel- 
ings about the American expat- 
riate players on their teams. 
They are prized of course for 
their skills and especially their 
powerful performance at the 
plate. But there are charges that 
they are whiners and that they 
destroy the wa spirit by comp- 
laining about rules — no long 
hair, moustaches, beards in 
some clubs. Perhaps the most 
commonly heard grievance is 
that the foreigners are only in 
the game for the money and 
that their huge salaries (some 
over US$1 million) demoralise ` 
the rest of the team. i 

And nor do all Japanese ap- 
preciate the mechanical drone of the cheer- 
ing sections. Keiko Tomishige, sportswriter 
for the Mainichi newspaper, after attending 
the final game of the 1988 series at Oakland, 
wrote of the deliriously good time she had 
and how much she preferred the spontane- 
ous and emotional shouting of the Ameri- 
can fans to the incessant din of the re- 
gimented Japanese cheering sections. 

Generally speaking, however, Japanese 
and Americans would feel equally at home 
with the lexicon of Japanese baseball. 
American terms, modified to conform to 
Japanese phonetics, are used. A radio 
announcer calling a game of besurboru ‘will 
describe the pitcha throwing the ball to 
the kyatcha. With good pitching it will 
be sutoraiku-wan, sutoraiku-tsu and then 
sutoraikuesuree, sending the batter back to the 
daeeuoauto. A hitter will be judged either 
seifu or autto by the wmpaiya. 

There are perfectly good words in Japan- 


ese for all of this borrowed vocabulary but it 
has always been the Japanese practice to use 
the foreigners" words when distinctly for- 
eign artifacts or ideas are involved. Japan- 
ese, for example, could come up with a Ja- 
panese word for "inflation" but prefer to say 
infureshon, as in kurippingu infureshon (creep- 
ing inflation). 


he only time indigenous Japanese 

| words for baseball were used was 
during the Pacific War when the mili- 

tary outlawed not the game but the "enemy 
pronunciations" and provided a list of ap- 
proved native words. There is a hilarious 
scene in an old movie spoofing this bit of 
nationalistic fervour as a flustered umpire, 
under the stern eye of an army censor, 
keeps forgetting to adjust to the newly man- 
dated and strange-sounding terms like yoshi 
hitotsu for ‘strike one." Incredibly, pro- 
baseball continued to be played until mid- 
way through the 1944 season when the 
Osaka team was declared the winner over 
the Tokyo Giants (redesignated Kyojin in de- 





ference to the army). It was perhaps a mea- 
sure of national priorities that 10,000 geisha 
houses and other amusement centres had 
been closed a year earlier. 

The pro-teams, divided since 1950 into 
Central and Pacific Leagues of six clubs 
each, are known by English names spelled 
out in Roman letters on the uniforms. Most 
of the teams are animalised — as the Tigers, 
Lions, and Buffaloes, for example, with a 
few like the Carp and Dragons adding a 
dash of soya sauce. Teams like the Seibu 
Lions, from Tokyo, are associated with cities 
but are actually owned by corporations who 
generally regard their teams as promotional 
assets rather than profit-making ventures. 
The Lions belong to the Seibfi railway and 
hotel conglomerate. The Hiroshima Carp 
are owned by Mazda which is headquar- 
tered in that city. And the Nippon Ham 
Fighters who play in the new Tokyo Dome 
are sponsored by a meatpacking firm. 
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It cannot be easy for most of the 12 teams 
in the race for the pennant since the Giants 
have been the winners in more than half of 
the seasons — though their glory days 
ended in 1974 after winning their ninth con- 
secutive championship. In any case, befit- 
ting a nation which places great importance 
on consensus, the Giants are everybody's 
favourite team no matter how they perform. 
Of course, it helps that the team's parent 
company is the Yomiuri newspaper, the 
world's largest daily, with a morning circula- 
tion of 9 million and its own television net- 
work keeping the spotlight on the Giants. 

Whatever the reason, the team's follow- 
ing is a national phenomenon. Whiting de- 
clares that until recently a Japanese who was 
not a Giants fan "was practically considered 
unpatriotic." Even now, he adds, few televi- 
sion stations would be so foolish as to run a 
non-Giants game during prime-time. 

Further, the Giants’ Sadamaru Oh, the 
Bamboo Bambino, holder of the world 
career record of 868 home runs, is every- 
body's all-time favourite player. When a re- 
cent poll asked 15,000 college 
students who they admired 
most in the world, Oh scored 
number three (after mum and 
dad). 

Oh's place in the record 
books is immovable. Never 
mind that Oh was able to sur- 
pass the records of Americans 
Babe Ruth and Hank Aaron be- 
cause the Japanese play longer 
seasons in smaller ballparks 
and because he hit his homers 
with compressed bats (since 
outlawed). What really irritates 
American expatriate players — 
there have been about 300 of 
them who have played for Ja- 
panese clubs — is that they 
have been systematically pre- 
vented from taking a crack at 
Oh's single-season record of 55 
home runs. Pitchers give the American slug- 
gers intentional walks when they get close 
to the magic number 55. 

It has happened several times in recent 
years, most recently in the 1985 season 
when Randy Bass, in his third season with 
the Hanshin Tigers, crept all the way up to 
home run number 54. In the final game of 
the season, playing against the Giants, the 
one-time player received four 
straight intentional walks. It was really five 
except that Bass reached for a wide pitch and 
poked a fluke single past the infield. 

According to Whiting, the newspapers 
the next morning contained only factual ac- 
counts of Bass' failure to break the old record 
along with assertions from the Giants' man- 
ager that no orders had been given to walk 
the batter. The manager was Oh. It seems a 
long way from the pluck of those First 
Higher School students at the Yokohama 
American Athletic Club in 1896. s 
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Swissair Customer Portrait 24: Dynamite Tommy and the *Color" band, Tokyo, photographed bYAjberto Venzago. 
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How to Laos up a war 


The Key to Failure: Laos and the 
Vietnam War by Norman B. Hannah. 
Madison Books, New York. US$19.95 (cloth), 
LIS$12.95 (paper). 


As an American foreign service officer 
Norman B. Hannah held à succession of 
posts during the 1960s which involved him 
indirectly in US policy in Indochina, without 
taking him to Vietnam itself: first in the State 
Department's bureau of Far Eastern Affairs, 
then as political adviser to the Commander- 
in-Chief Pacific in Honolulu and finally as 
deputy chief of mission at the US Embassy 
in Bangkok. 

He lived in the shadow of Vietnam deci- 
sion-making and developed his own per- 
ception of the war, without exercising much 
influence on the course of events. In fact, he 
became well-known within the foreign ser- 
vice for a series of memoranda which were 
fundamentally critical of established policy, 
and which were invariably ignored. Some 
readers may see his decision to go public, 20 
years later, as merely an example of bureau- 
cratic frustration finally satisfied by "letting 
off steam." That would be to underestimate 
what turns out to be an important contribu- 
tion to the continuing Vietnam debate. 

It is not, in any sense, a book about Laos 
itself. One looks in vain for any information 
or insight relating to the politics of that coun- 
try, or even the course of its own "civil war" 
during these years. What Hannah offers is a 
strategic analysis of the importance of Laos 
in the wider perspective of US strategy in In- 
dochina. He is concerned, above all, with 
military operations which did not actually 
happen, because Washington was never 
willing at any stage of the Vietnam War to 
send its own ground troops into Laos in 
order physically to cut the Ho Chi Minh Trail 
— and so to prevent further infiltration of 
North Vietnamese men and weapons into 
South Vietnam. 

The reason why it never happened lay in 
President Kennedy's decision to negotiate 
the second Geneva Agreement on the neu- 
trality of Laos, in 1962, and in President 
Johnson's refusal to countenance any viola- 
tion of that agreement by the US. Hannah 
points out that North Vietnam, with Soviet 
as well as Chinese acquiescence, violated it 
from the outset by creating the Ho Chi Minh 
Trail for its own military use. He also argues, 
persuasively, that the trail was the lifelirte of 
the communist military campaign in South 
Vietnam after 1964 — and that any sensible 
American military strategist would have 
wanted to block it off as soon as possible. 

e This argument brings out, in all its stark- 
ness, the true nature of "limited war": it is 
war in which one side or the other deliber- 





Fighting the right fight. 


ately chooses — for political and diplomatic 
reasons — to forgo certain military options 
which otherwise would make perfect sense. 
The result in this case was that the US put 
half a million men into a war which as- 
sumed from the outset that the fighting 
would be restricted to South Vietnam and 
that a land frontier of 700 miles, in difficult or 
impossible terrain, had to be "defended." 
Hannah goes further. His ultimate target 
is the nature of US decision-making, which 
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he characterises as "incrementalism": in 
other words, "the practice of reducing big 
choices to small incremental bits, each one of 
which could be taken singly without facing 
directly the ultimate big decision to which 
they led." There is no doubt that that was 
how the Americans moved into Vietnam be- 
tween 1963 and 1967. And at every step the 
question of action in Laos was too big a 
choice for either Kennedy or Johnson to 
make. Vietnam and Laos were dealt with 
separately, according to different principles, 
instead of as part of a single war. 

The problem which the author does not 
face up to, however, is that of the wider, 
global context of the war. For the Americans 
to have done what he proposed would have 
probably opened the way to a far wider con- 
frontation with both the Soviet Union and 
China, across the world. The result would 
have been a larger war than either President 
Johnson or the American people were will- 
ing to fight. Avoiding ground action in Laos 
was seen, rightly or wrongly, as the price of 
limiting the war to Vietnam and allowing 
peace to prevail elsewhere in the world. The 
cost of that strategy was ultimately a 
humiliating "local" defeat. 

In its own terms, Hannah's argument is 
nonetheless cogent and convincing. Those 
who wish to challenge him on this ground 
will need to offer more than moral tracts 
condemning American "intervention" in 
the first place, or explanations which centre 
on various aspects of American “perform- 
ance" in Vietnam itself. Hannah's book car- 
ries the debate onto a more sophisticated 
level. u Ralph Smith 
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A sea of troubles 


Pirates of the South China Coast, 
1790-1810 by Dian H. Murray. Stanford 
University Press, Stanford. US$32.50. 


Prof. Dian H. Murray's account, while 
focusing on the pirates of the Pearl Estuary 
and the South China Sea, covers the whole 
water world from Vietnam to the coast of 
east China. Pirates had been plundering 
vessels and coastal communities on the 
South China coast for more than a millen- 
nium, but they became more of a menace 
after 1790. This was the year which saw the 
emergence of several remarkable leaders 
endowed with entrepreneurial and organi- 
sational skills; the most noteworthy of these 
was a woman, Cheng I Sao. In addition, 
support from the rebel Tayson court in Viet- 
nam enabled the pirates to acquire superior 
vessels and weapons. “A lodse confedera- 
tion of pirate gangs” was thus transformed 
into an effective fighting force. 

In their heyday the gangs humbered be- 
tween 50,000 and 70,000 men and women, 
organised into a confederation of 60 fleets 
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and 2,000 junks. Terms of understanding 
were both written and oral. Major regula- 
tions and minor rules were strictly enforced. 

But when the Vietnamese court discon- 
tinued its support, and when the Chinese 
government adopted stringent measures of 
suppression, organised piracy was brought 
to an end in 1810. Individual raiding of ves- 
sels, however, has persisted to this day. 

Among the victims of 19th-century pi- 
racy were foreign sailors, some of whose ac- 
counts are still extant. Murray's scholarship 
is impressive, with research conducted in 
Chinese, Japanese, English, French and 
Portuguese. Her single most exciting source 
must be the pirates’ own confessions. Com- 
ing straight from the horse’s mouth, these 
enabled her to reconstruct the vivid lifestyle 
of the men, women and children who lived 
on their boats as well as those who had lairs 
on the various islands. 

This is the work of a pioneer, a historian 
who breaks new ground by studying the 
China coast pirates from the pirates’ per- 
spective. = Wei Peh T'i 
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All New and Completely Updated Editions 


If you are interested in China here's a 
double-barrelled offer you cannot 





afford to pass . . 













The People's Republic of 


China Year-Book 1988/89 
The People's Republic. of 
China Year-Book 1988/89 is 
not only fascinating reading 
for those with social and cul- 
tural interests in China, but an 
essential reference for people 
with business dealings in the 
country. 


What is it? 
This annual volume with over 800 
pages singularly offers the most 
complete guide to every aspect of 
life within China available today. Its 
fully updated contents range from 
the people and culture to economics. 
finance, trade, politics, education. 
science and technology. Plus countless 
other subjects covered in precise detail. 
It is the culmination of thousands of 
hours in research invested by the New 
China News Ltd., professionals who 
know the country intimately. The result 
is a cyclopaedia of unparalleled insight 
and information. 


Who needs it? 

If you have any interests in China 

at all then you'll find the People's 
Republic of China Year-Book 1988/89 

to be an essential companion. And. 
because it is completely indexed, it is a 
particularly helpful reference for 
students, professors and people 
conducting business in or with the country. 


NOW THESE TWO 

ESSENTIAL WORKS 
CAN BE YOURS 

AT A SAVING OF US$34.00 


Buy both of these informative books 
and you can save US$34.00 off their 
original combined price. Which means 
that for only US$145 you'll get: 

€ Thousands of pages of detailed 
data examining the changing face of 
China. 

€ Expositions, speeches and articles 
contributed by specialists, pertaining 
to the exciting market potential and 
business opportunities available in 
China. 

e Hundreds of photographs and 
illustrations of interest. 

€ Two systematic and valuable 
references for those with business 
dealings or academic interests in China. 




























The People's Republic of China Year-Book 
1988/89 combined with The Almanac of 
China's Foreign Economic Relations 1988 
bring you all the information about China 
you'll ever need. 

Order your copies today. 





































The Almanac of China's 


Foreign Economic 
Relations & Trade 
1988 


China's trade policies with 
the rest of the world have 
never offered more 
opportunities than they do 
today. The country represents 
an unprecedented potential — 
an expanding market equivalent 
to one quarter of mankind. And 
yet, data on this rapidly growing 
economy has, until recently, been 
scant and unreliable. 
Now, there is one book that 
encapsulates every detail relevant to a 
businessman conducting dealings with 
China — The Almanac of China's 
Foreign Economic Relations & Trade. 


What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
specialists as well as representatives 

from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically laid- 
out for ease of reference. It includes vital 
information to businessmen, such as trade 
policies and restrictions, and even offers 
listings of potential joint-venture 
partners. 


Who needs it? 

The Almanac is absolutely vital to anyone 
thinking of, or already involved in, business 
relations with China. It is also a fascinating 
record of the changing face of China's trade 
policies. Not only is it one of the few books 
that offers an accurate view of China's 
economy but it is also the most up-to-date 
documentation of this data. 


To take advantage of this opportunity and save US$34.00 simply clip and mail this coupon to: 


y Publications Division, Review Publishing Company Ltd., 





AOC Please send ... copy(s) of The 
People's Republic of China Year- 
Book 1988/89 for which I enclose 
US$100/HK$780 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail delivery 


add US$22/HK$170. 
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B O Please send ... copy(s) of The 
Almanac of China's Foreign 
Economic Relations & Trade 
1988 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail 
delivery add US$22/HK$170. 
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GPO Box 160, Hong Kong. 






Please send ... copy(s) each of both 
The People's Republic of China 
Year-Book 1988/89 and The 
Almanac of China's Foreign 
Economic Relations & Trade 1988 
for which I enclose 
US$145/HK$1,131 per set. 

For surface mail delivery add 
US$12/HK$94, for airmail delivery 
add US$44/HK$340. 
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The poet as seducer 





Looking out from Death: Poems by 
Duoduo. Translated by Gregory Lee and John 
Cayley. Bloomsbury, London. £4.99 (US$8.10). 


The designers have managed to squeeze 
two pictures of the Goddess of Democracy 
onto the cover of this book, as well as one of 
the poet. It sports a melodramatic title and 
the adman's babble on the back claims the 
poet “speaks for all those in China who have 
lived — and died — in the struggle to find a 
voice of their own.” 

Thus has Duoduo (Li Shizheng) found 
himself representing China’s “modernist” 
group of poets in the West. Pointing to the 
heavy-handed way Bloomsbury has pushed 
out this paperback is perhaps unfair — of all 
the books “parachute published” in the 
wake of the Peking massacre, these transla- 
tions of Duoduo’s poems are probably the 
most welcome of all. 

In this case, the ends probably do justify 
the means. Thousands of Westerners will 
buy the book thinking to find the soul of 
Tiananmen, and thousands will be disap- 
pointed. But in the meantime, another of 
the Chinese “modernists” gets into English 











ATR 42-ATR 72 


The cooperation between AEROSPATIALE 
and AERITALIA has resulted in new air, 
craft ATR 42 and ATR 72, first editions of 
the ATR family. These new generation turbo - 
prop jets benefit from recently devel* 
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translation. And Duoduo will get royalties 
to help him survive his exile. It's a fair deal. 

But raising doubts about the way the 
publishers have dealt with this book is not 
mere churlishness, because the circum- 
stances of publication are bound to affect 
how poetry is received. The interests of the 
publisher may not coincide with those of the 
poet, particularly if the poet has a voice 
which needs listening to with minimum 
background interference. 

Gregory Lee, who was quietly preparing 
his translations as a labour of love for the 
Wellsweep Press, has clearly pondered 
what is at,stake. In the preface, he con- 
dudes: "This book was produced quickly 
and under great pressure . . . We trust that 
our readers [will welcome] a unique, new 
collection . . . which might not otherwise 
have seen the light of day in the West. Every 
effort has been made to do a sound job in the 
time available, and Duoduo himself has ac- 
tively . . . endorsed our efforts." 

The signs of a rushed job are fairly visible 
— two ways of spelling Tiananmen on the 
cover, and an awkward layout inside, for 
example. But there seems nothing rushed 
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about the translations of Lee and John 
Cayley. Translation is always an act of re- 
creation, and Duoduo is lucky to have found 
two translators willing to present his some- 
times virtuosic poetry with a fine ear and 
rhythm. 

Those who toss the book away, disap- 
pointed by its lack of melodrama, will not 
only miss some energetic poetry, they will 
also miss the opportunity to watch the deve- 
lopment of a highly talented poet from his 
early juvenilia through to poetic maturity. 

Although Duoduo is regarded as a 
“modernist” along with Bei Dao, the two 
really have little in common. The mechanics 
of the poems are different, the point of writ- 
ing them is different, the emotional material 
dealt with is different. That Duoduo's 
poems are not, like Bei Dao's, formed and 
powered by the categorical imperative of 
truth-telling is only disappointing if you are 
looking for another Bei Dao. 

Eschewing the role of poet-as-truth-tel- 
ler, Duoduo adopts a stance familiar to the 
West, but shockingly new in China — he is 
the poet as seducer. 

The seducer has many tools for the job. 
Most notable are his endless and confident 
modulations of voice — one moment pur- 
ring seductively, the next voluble in desire, 
or angry in condemnation. And, at times, 
just clowning. (Duoduo is probably the only 
poet to give voice to the outraged amour 
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oped state-of-the-art. technology. This 
family of aircraft was designed so that 
their seating capacity can be extended 
from 46 to 70 seats in answer to airline 
passenger traffic fluctuations. 
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propre of the sausage: "Sir: 
/Mustard makes my whole 
body itch.") 

It is all an exquisite perform- 
ance, of course, and, as befits 
seduction, in wholly bad faith. 
A surprising number of his 
1970s poems read as if specifi- 
cally written for performance 
— In Autumn, To the Sun, Tra- 
velling with Marguerite, There 
Could Be, Eating Meat. There 
are problems to this technique, 
though. For one, the mind re- 
mains dimly conscious of the 
deception. It complains that 
Li Shizheng remains hidden 
behind Duoduo’s brilliant 
facades. 

But Duoduo has his rea- 
sons. For one, continuous man- 
ipulation of identity allows us (and him) into 
places no published contemporary Chinese 
poet has led us before (at least in translation) 
— namely, the bedroom. Time of Feelings, 
Gallery, Travelling with Marguerite, are all 
straightforwardly about desire, or its frustra- 
tions. 

In his earlier poetry desire generally pro- 
vokes either torrents of words and images, 
or (fairly standard) introspection. But, start- 
ing with For the Optimist's Daughter, and 
The Optimist's Daughter's Reply, the emo- 
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tions involved become more complex and 
the voices more ferociously critical. In these 
two poems, Duoduo's manipulation of poe- 
tic voice becomes difficult because the force 
of emotion driving the poems is irredeema- 
bly entangled with an ambivalence over the 
target of those emotions. 

There are signs that Duoduo recognises 
that while his early technique allows him 
into the bedroom, as it were, it simultane- 
ously debars him from performing properly 
for us once there. He sums up the problem 








B: succinctly: "If language is made 
js in the kitchen/ then the heart 
. is the bedroom. They say:/if 
the heart is the bedroom/wish- 
ful thinking is its master." 

It is not clear that Duoduo 
knows how to solve this prob- 
lem. In his later poetry, one can 
sense a struggle to get behind 
his own façades. On the one 
hand, there are neat poems 
shaped fairly clearly around a 
single thought, moment or 
image (Shrubs, Dancing Part- 
ner, The Great Tree). On the 
other hand, there are dense 
and complex poems associated 
with the humourless cruelty of 
nature, in which the narrative 
voice never wavers, and never 
intrudes. These are the most 
satisfying in the book. 

Duoduo is clearly a poet with extraordi- 
nary verbal facility. This books often reads 
like a journal of a poet trying to control his 
talents. Some of his latest poems, such as 
Bell Sound, still depend on a surprising 
choice of voice. But more than this, youthful 
erotics have changed into something more 
savage, more pantheistic. In fact, disturbing 
though Duoduo must find it, this devotee of 
Sylvia Plath is sounding more and more like 
Ted Hughes. 8 Michael Taylor 
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Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
[International Wine and 


Spirits Competition, 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly It, TOO, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 


that year. 
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A memorable 
. year 


his will have been a memorable year in France. Dominated 

hisby the bicentenary of the Revolution of 1789, Paris and 

hismany other French cities have been scenes of pageantry: 

histhe carnival-like international procession in the Champs 
Elysees on the night of 14 July; the spectacular show commemorat- 
ing the centenary of the Eiffel Tower, symbol of French engineering 
prowess in the 19th century “Iron age,” the inauguration of I. M. 
Pei's controversial but already widely admired glass pyramid over 
the new entrance to the refurbished Louvre museum: the opening 
of the huge new opera house at the Place de la Bastille and the 
completion — and immediate use for the summit of Western indus- 
trial nations — of the giant Arch at La Defense, the expanding 
citadel of business towers on the Western edae of Paris. 

France is also president of the European ommunity for the sec- 
ond half of this year, with President Francois Mitterrand champion- 
ing an accelerated move towards monetary, economic and even 
political union and promoting the controversial Social Charter. 

President Mitterrand presided with Olympian calm over the de- 
bate and emerged a pragmatist, granting honour where it is due. 
His popularity in the polls is still high, as is that of Michel Rocard, his 
prime minister, who draws much criticism from his own Socialist 
party for his flexible interpretation of socialism while confronted 
with near-mutinous discontent in the ranks of prison officers and 
the police — spreading even to the armed forces — an unemploy- 
ment figure of over 2.5 million and intermittent air, rail, industrial 
and civil service strikes. 


Asia: a target zone 
The industrial and commercial importance of Asia — from the 
borders of the Middle East, through the countries of Southeast Asia, 
the Far East and the Pacific to Australia and New Zealand — is in- 
creasingly recognised in France. It has become a target zone. More 
than lip-service is paid by major French companies as competition 
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Siquier Courcelle et associés 


A trusted partner in more than 100 countries. 

January 1988. France: World commercial inauguration 
of ISDN: Alcatel E10 connects industrial firms in the 
Cétes-du-Nord département (Brittany) to the first ISDN 
network. Space: Alcatel CIT appointed project leader 
with Matra on the Telecom 2 program, with responsabil- 
ity for prime contracting and integration of the three pay- 
loads — civilian and military. These represent about 75 % 
of the contract value (launching excluded). 

China: An additional 155,000 lines and 50,000 trunk cir- 
cuits for the Alcatel E10; a microwave network for tele- 
phone and television transmission. 

Egypt: Installation of one of the largest data packet 
switching networks in the Arab world. 

February 1988. Chile: Alcatel E10: 10 exchanges 


extended and a new one ordered. 


Alcatel CIT: Today's partner for 


USA: Norfolk-Maseley digital link extended. Order for 
565 Mbps coaxial cable communications systems. 
March 1988. France: ISDN expands: after Saint-Brieuc, 
official connection of Rennes (capital of Brittany region). 
In september, ISDN reaches Paris. By 1990, nationwide 
availability thanks to the Alcatel E10 system. 

North Yemen: 3 new latest-generation Alcatel E 10 digital 
exchanges. 

France: Optical videocommunications network for the 
French Presidency. 

April 1988. Ireland: A world event in ISDN exports: 
installation of an ISDN pilot project based on the Alcatel 
E10 for the Irish P&T (Telecom Eireann) in Dublin's future 
international business district. 

France: 50,000 additional videocommunications outlets 
for Lille and Montpellier. 





omorrow's telecommunications. 


French Polynesia: Opening of one of the world's mos! 
modern  voice/data/image  telecommunications 
networks. 

May 1988. Ecuador: 6 additional Alcatel E10 exchanges. 
Orders for 40,000 extra subscriber lines and 6,200 extra 
Irunk circuits. 

Middle East: Order for a turnkey microwave military 
telecommunications network 


All links to communication : a total expertise. 
Alcate 
digital telephone switching, intelligent networks, data 





CIT masters every aspect of telecommunications 


i a 
communications, submarine and land links using copper 
or fiber-optic cables, microwave links, space links. 


Alcatel CIT also means the innovation and reliability you 
can expect from an international leader in telecommu 
nications, within a European group of world stature 


Alcatel 
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from the US, Japan and other European countries, particularly 
West Germany, continues, creating a growing awareness of the 
need for a permanent presence on the ground. 

But a persistently unfavourable trade balance with Asian coun- 
tries, up by 32% in 1988 within a 20% overall trade increase, is a 
reminder that France has far to go before it can consider itself 
among the happy few trading profitably and collaborating success- 
fully with Asia's own industrial and commercial giants. 

Total trade between France and the Asian markets increased 
from Ffr 134 billion (US$21 billion) in 1987 to Ffr 160 billion in 
1988, a rise of 19.596 in a year. French exports rose from Ffr 51 bil- 
lion to Ffr 59 billion (up 15.6%), but French imports climbed by 
21.995, from Ffr 82 billion to Ffr 100 billion. 

Sales to Japan were up a substantial 24.6%, to Hongkong by 
31.1%, China by 8.45%, South Korea by 17.2%, Australia by 
36.6% (after a drop of 12% from 1986-87), to Singapore by 
16.7%, Taiwan by 40.4%, Pakistan by 21.3%, Thailand by 26% 
and Malaysia by 28.2%. 

However, in the same period French exports to India fell by 
24.195 (after a drop of 22% from 1986-87), to Indonesia by 2.3%, 
to the Philippines by 2.9% and to New Zealand by 6.196. 

Particularly notable among the general increase of Fregch pur- 
chases from Asia were those from Japan (up 22.196). Taiwan (up 
24%), South Korea (up 28.8%), China (up 30.3%), Singapore (up 
40,695) and Thailand (up 30.895). France also bought more from 
m NP 11.9%), Indonesia (up 26%) and the Philippines (up 

.896). 

Japan is by far France's biggest customer in the region, followed 
ata distance by Hongkong, China, South Korea, Australia and Sin- 
gapore. Japan is also France's biggest supplier. 

The deficit with Asia is part of France's worldwide trade gap, 
which some analysts predict will reach Ffr 45 billion this year. 
Economists at the Banque Nationale de Paris — examining what 
they call “the nagging problem of the trade deficit" — foresee that 
the negative factors will persist, fuelled by the slow-down of exports 
to Britain and the US, tension over capacity in the automobile and 
metal industries and heavy investment in capital goods. 

Roger Fauroux, Minister of Industry, said last month that what 
mattered was not so much that there was a deficit but that France 
sor producing enough capital goods itself, especially machine 
toois. 

The achievements of some firms, big and small, recorded in this 
year's FRANCE IN ASIA, have not changed the general position 
described last year. France is frankly behind, compared with West 
Germany, and in some respects even Belgium and the Nether- 
lands. France has an average of only 2% of Asia's importtrade, and 
when there is no major, big ticket item included — such as the sale 
of an Airbus or some other exceptional factor — France's share 
sometimes sinks tó 1.5%. 

Symbolic of France's will to play a bigger global role was the 
US$1.5 billion buy-out by Michelin of the US tyre manufacturer 
Uniroyal-Goodrich, announced on 22 September. This purchase 
makes the Clermont Ferrand firm the world leader in tyre produc- 
tion. The cut-throat international fight in this industry is evident in 
all markets. In Europe, Michelin is number one with a third of the 
market, more than double that of its rival, West Germany's Conti- 
nental — which has retained Uniroyal-Europe. In June, Michelin 
further consolidated its position with the purchase of the British dis- 
tributor National Tyre Service. In Asia's fast growing market, 
Japan's Bridgestone is the leader, with Michelin taking less than 
5% and behind Goodyear. However, the company is aiming to 
carve out 10% of the Japanese market, and has won the contract to 
equip the new Hyundai Sonata cars as they come off the assembly 
line in South Korea. Michelin is also setting up a joint venture in 
Thailand. : 

Buy-outs, takeovers, manufacturing agreements, "restructur- 
ing," these are the buzz words in French industry as it prepares for 
the era of greater competition expected when the European "single 
market" starts in 1992. The theme of linking up with partners in 
order to achieve the economy of scale needed for today’s — and 
even more tomorrow’s — world runs through French industry this 
year. 
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No sector is more aware of this than France’s leading high 
technology industries. This year FRANCE IN ASIA has given 
maximum space to manufacturers of electronic and other sophisti- 
cated equipment. 


French industry in Asia: a spot check 

A quick look around Asia’s important markets shows that 1988- 
89 has again been a year of “spotty” achievement for French indus- 
try and exports. However, from the Indian sub-continent to Austra- 
lia and New Zealand, through China, Southeast Asia, Japan and 
the Pacific Islands there are striking successes to record. It may be 
true, as the French proverb has it, that une hirondelle ne fait pas de 
printemps (one swallow does not make a summer); the converse is 
surely also true — without that small presence, there cannot ulti- 
mately be a period of wider commercial success and prosperity. 


India: 

“The few ‘big’ contracts announced in Bombay to the accom- 
paniment of laser beams and fireworks should not hide the reality. 
Far behind the Germans and the Americans or the Japanese, few 
are the French firms which have succeeded in establishing them- 
selves in India". 

Thus the newspaper Le Monde prefaces an article published in 
February entitled "India: The Advantages of a neglected Market." 
Besides castigating French business representatives for their al- 
leged ineptitude in India, the newspaper's correspondent points 
out that to date only about 50 French firms have set up business in 
India, representing an investment in 1986 of Rs 20.48 million 
(US$1.2 million), or 1.996 of foreign investment in the country. 
France comes sixth after the US (27.6%), West Germany (18.8%), 
Britain, Japan and Italy. French collaboration — chiefly the sale of 
know-how — with Indian firms add up to 221 contracts between 
1983-87, or 5.21% of total joint-venture operations between In- 
dian and foreign firms. This is nearly four times less than West Ger- 
many or the US. 

Despite these somewhat disconcerting figures, a recent success 
can be reported: National Hydroelectric Power Corp. has entrusted 
a French consortium headed by CEGELEC (a member firm of the 
CGE group) with the construction of a 3x130 MW hydro power 
plant at Dul Hasti in Jammu and Kashmir, about 100 km southeast 
of Srinagar and 150 km northeast of Jammu. The contract, valued 
at about Ffr 4 billion, includes the construction of a straight-type 
dam, 186 m wide and 70 m high on the Chenab river, a water-in- 
take tunnel almost 10 km long, drilled over most of its length by a 
tunnelling machine and an underground power station with three 
turbo-generators. 

CEGELEC is assuming prime contracting responsibility for the 
consortium, made up as follows: CEGELEC for electrical engineer- 
ing and computer control of power plant facilities, Dumez heading 
a group consisting of Sogeg et Borie SAE, for the buildings and 
structures, Neyrpic for the turbines, valves and associated mechani- 
cal equipment, Alsthom Jeumont for the generators and their au- 
xiliaries and Coyne et Ebllier for general engineering. 

Construction will extend over a five-year period and involve 
about 2.5 million work hours for the design offices and production 
plants of consortium members and their subcontractors. The pro- 
ject will enable India to acquire experience in the use of a large- 
diameter tunnelling equipment in the Himalayas. 

CEGELEC is the new name adopted this year by the firm CGEE 
Alsthom following its complete restructure. It is part of the Com- 
pagnie Generale d'Electricite (CGE) and is one of the world's lead- 
ing electrical engineering groups, a major supplier of process con- 
trol system. The takeover of process control activities belonging to 
Britain's General Electric Co. (GEC), the latter's acquisition ofa 
minority stake in CEGELEC's share capital alongside CGE as well 
as CEGELEC’s acquisitions of CGE-HBA's automatic devices ac- 
tivitiesdn the tertiary sector and of a stake in CETT, are important 
steps towards the "critical size" now needed to develop the com- 
pany's presence in key markets. CEGELEC has already profited 
with the members of a consortium led by SMS of West Germany 
from a Ffr 2 billion contract to build a steel mill for Yieh United Steel 
Corp. at Kaohsiung in Taiwan. CEGELEC with a share of Ffr 425 e 
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GETTING THE RIGHT PEOPLE - AT THE RIGHT TIME 


- TO THE RIGHT PLACE - RIGHT AWAY! THAT'S THE 
JOB OF THE RANGE OF AEROSPATIALE HELICOPTERS IN 
THE ASIA PACIFIC AREA. WITH A REAL COMMITMENT TO PART- 
NERSHIP AEROSPATIALE DESIGNS AND MANUFACTURES 
THE WORLD'S MOST ADVANCED HELICOPTERS. OUR 20 YEARS 
OF PARTNERSHIP EXPERIENCE WITH ASIAN COUNTRIES WAS 
CREATED THRU TECHNOLOGY TRANSFERS AND/OR JOINT VEN- 
TURES. THIS TEAMWORK HAS GIVEN ALOUETTE, ECUREUIL, 
DAUPHIN AND SUPER PUMA THE MEANS TO FLY THEIR 
MISSIONS OF SAFETY AND MERCY. CREATING AND WORK 
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million, will supply electrical distribution and allied equipment. 

Restructuring is bringing changes in the names of some of 
France's best known companies. Alsthom this year merged on a 
50/50 basis with the power systems branch of Britain's GEC to be- 
come GEC-Alsthom, creating a European group of world stature. 
With a turnover of more than Ffr 42 billion and employing 80,000 
GEC-Alsthom is the biggest producer of generating equipment in 
the EC and the second largest in the world. 

The company has about 40 branches around the world and, 
with agencies, covers over 100 countries. In Asia it has industrial es- 
tablishments in Indonesia — Unindo (transformer manufacture, a 
44% share) and Alsthomindo (a 67% subsidiary outside the special 
industrial divisions). 

Last month Stein Industrie, a subsidiary of GEC Alsthom signed 
a licensing contract with the Indian firm Bharat Heavy Electricals 
Ltd. (BHEL) authorising it to manufacture and sell horizontal pul- 
verisers especially designed to handle abrasive coals with a high 
ash content. Stein has already supplied 31 of these machines to 
India. Earlier in the year, Stein Industries also signed a Ffr 550 mil- 
lion contract with National Thermal Power Corp. to share in the 
building of two 500 MW boilers for the Talcher power station in 
Orissa state along with BHEL. (For GEC Alsthom's progress else- 
where, see below). 

China: 

Events in China this year have been as embarrassing for France 
— its government and exporting industries — as for other Western 
countries. Generally speaking, French industrialists with existing 
contracts with China and who had, or still have, hopes of increas- 
ingly lucrative business are keeping their heads down. 

The attitude is perhaps best summed up by a spokesman for 
Matra, the space and electronics firm which has equipped the Xian 
launch site with a complete computerised control system (see spe- 
cial article): 

“Like other countries, France is not actively seeking new indus- 
trial cooperation. We are respecting existing contracts and finishing 
jobs prescribed by them, but no new operations have been de- 
cided. No new cooperation is envisaged in the short term." 

The phrasing is cautious. The French look around them and see 
their competitors doing the same, perhaps stretching their apolitical 
tolerance further. There have been threatening noises from the 
Chinese about the “consequences” for Franco-Chinese relations of 
the activities of Chinese student protesters in France and the crea- 
tion of the Federation for Democracy in China in Paris during late 
September. But asked if this, and criticism by politicians and the 
press of the Chinese Government's repression of the student pro- 
tests has had an adverse effect on their activities and prospects for 
future cooperation, business executives reply firmly in the negative. 
Like their opposite numbers in other countries, they are assuming a 
low profile. 

At the beginning of this year, before the Tiananmen affair over- 
turned the West's wishful thinking about China, GEC Alsthom's 
subsidiary Stein Industrie granted a licence for the same kind of pul- 
verising equipment sold to India, to two Chinese factories in 
Shenyang and Beijing. In March, the China National Technical Im- 
port and Export Corp. awarded Alsthom the contract to supply the 
electromechanical equipment for a 620 MW thermal power station 
to be built at Beilunggang in Southeast China. Financed by the 
World Bank for about Ffr 460 million, the contract is of particular 
importance since it lifts the level of technology transfer from 300 
MW to 600 MW. The beneficiary is the BZD factory in Beijing, 
Alsthom's partner in the production of electric energy. 

In June the Electricity Generating Authority of Thailand 
awarded a contract to build a 900 MW thermal power station at 
Rayong, southeast of Bangkok to a Frarfco-Japanese consortium, 
Alsthom/Marubeni under the responsibility of Alsthom. 

In August, Alsthom-Jeumont, an affiliate of GEC Alsthom and 
Jeumont-Schneider signed a Ffr 400 million contract to supply 
equipment to the energy transfer plant at Mingtan, Taiwan. This 
1,650 hydro plant, one of the largest of its kind, will be built 
near Sun Moon Lake. CEGELEC will also supply electrical equip- 
ment. 
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Aeroports de Paris: 

The international branch of Aeroports de Paris (AdP), the central 
airport authority in Paris, already well known in Asia for its work on 
Indonesia's new airport, obtained several important new contracts 
this year. 

One is for technical assistance in building the new airport at 
Macau, designed to handle 3 million passengers a year and begin 
operating in 1993. 

In South Korea, AdP has signed contracts for preliminary studies 
for new airports at Seoul and Sheju. These projects are due for 
completion at the end of the century. 

In the Philippines, AdP is doing preliminary studies for the new 
Benigno Aquino airport at Manila, a two-phase project designed to 


n 10 million passengers a year and due for completion in 


Hotels: 


French hotels, which have already won a reputation in Asia for 
comfort and reasonable prices, are appearing in more and more 
countries. Last August, the Accor hotel group signed an agreement 
in Thailand with Asia Credit, UCP and Siam Fortune to build a new 
hotel to be called the Dofitel Bangkok Riverside. It will have 600 
rooms and will be the first European luxury hotel in Bangkok. Con- 
struction will start in the coming months. Total cost is estimated at 
Baht 1.5 billion (US$57 million). Accor, a shareholder, will manage 
the hotel. 

Accor has presence in 58 countries and runs over 20 hotels in 
Asia. In Thailand it has signed management contracts at the Sofitel 
at Hua Hin, the Novotels in Bangkok, Pattaya, Chiang Mai and 
Rayong, and the Panseas in Phuket and Koh Samui. 

There are also Sofitels in Seoul and New Delhi, with another 
under construction in Shanghai. (See also item on France's "return" 


to Vietnam). 
French companies in Asia 
GEC Alsthom: 


GEC Alsthom's performance in 1988 was complex and vast, 
and is best served by simply listing some of its recent sales and oper- 
ations in Asia: 

The electro-mechanical division sold two 350 MW turbo-alter- 
nators to China for a power plant in Luohang and a 23 MW unit to 
Indonesia for the Kedung Ombo facility. The division is closely fol- 
lowing important projects in India and China, while its gas turbine 
department has sold equipment to the Philippines. The first phase 
of the 900 MW nuclear power station at Ulchin, South Korea, was 
connected to the grid during 1988, and three 300 MW generators 
for the National Electricity Board of Malaysia were handed over in 
the same year. 

At Taiwan's Taichung power station, four groups of 550 MW 
generators were equipped with electro-filters. Meanwhile, Stein In- 
dustrie won the order to supply evaporation and other equipment 
to the Daya Bay nuclear power station being built in southern 
China. Alsthom was also awarded a contract to supply three high- 
pressure reheating units for China's 2x300 MW Han Chuang power 
station. 

[n electrical equipment, Alsthom won orders to supply a 550 Kv 
unit to the Gehe Yan hydroelectric plant in China and sold other 
equipment to Indonesia and China, including a 115 Kv unit to 
Shanghai. CHina was second after France in orders for high-power 
transformers. 


Sanofi: 


Sanofi is France's second biggest pharmaceutical company. It 
has a presence in 100 countries and is increasingly important in 
Asia. The Sanofi group, part of the state-controlled Elf-Aquitaine oil 
and ga$ company, specialises in health and beauty products and 
bio-activities — food additives and flavourings, veterinary products 
and seeds. 

Mazbmat, the first human growth hormone produced through 
genetic engineering, was marketed in France by Sanofi. Victan was 
the first Sanofi product to be sold directly on the Japanese market 
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TEAM WORK 


TEAM WORK BETWEEN 4 EUROPEAN COUNTRIES 
AND ASIA'S MAJOR AIRLINES ASSURES EFFICIENCY 


ON THE GROUND AND RELIABILITY IN THE AIR 

AIRBUS WAS DESIGNED AND BUILT WITH THE COOPERATION OF kad 

4 EUROPEAN COUNTRIES TO OFFER A FULL RANGE OF STATE-OF PS PON 
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by its Meiji Seika subsidiary, under the brand name Meilax. Its Yves 
Rocher beauty products are marketed in Japan by a joint subsidiary 
with the Seibu group. 

Sanofi's total sales for all sectors this year in Asia will reach Ffr 1 
billion, excluding those realised on the Japanese market by its 
licensee Daichi — who formed a joint-venture with Sanofi in July. 
In Japan, Sanofi has a 5196 interest in this joint-venture; a similar 
operation is being established in France between Sanofi and Daichi 
for the distribution of Daichi's products in Europe, with Daichi hold- 
ing a 51956 stake. 


Alcatel: 

Alcatel, created in its present form in December 1986, is today 
the world's largest international supplier of telecommunicaions 
equipment. Its shareholders are CGE, 61.5%, ITT Corp., 37% and 
Credit Lyonnais, 1.5%. This year Pierre Suard, chairman and CEO 
reported that in its first two years the new, internationally structured 
Alcatel had achieved its main objectives: increased profitability and 
consolidation of its position as world leader in telecomunications 
equipment and systems — shown in the many contracts signed 
worldwide in 1988, particularly in China, where Alcatel now holds 
40% of the digital switching market. Taiwan and South Karea are 
two other important markets. 

The success of Alcatel's two advanced technology digital 
switches (Alcatel E10 and System 12) has made the company the 
leading supplier in China, with orders and deliveries for both sys- 
tems. Taiwan has also bought them. System 12 has become 
Europe's leading switch and is now being produced in eight Euro- 
pean countries and in key markets like China and Taiwan. Total or- 
ders for China exceeded 1 million for E10 and System 12, in addi- 
tion to the 300,000 in service. Taiwan and South Korean have or- 
dered 600,000 and 100,000 Alcatel lines, respectively. 

Several other contracts were signed with China including one 
for on-site multiplex and fibre-optic system manufacture and 
another with the Ministry of Railways. Alcatel also successfully di- 
gitalised a large part of Manila's metropolitan transmission network 
using optical fibre technology. A 1,000 km microwave network in 
Indonesia, linking Bali to Jakarta, has already entered service and 
Alcatel won another contract for a 1,200 km link. In Malaysia, it will 
be digitalising the country's entire microwave network over the 
next five years. 

Locally based manufacture continues all over the world — in- 
cluding Taiwan and Australia — while partnerships have been de- 
veloped in China, where Alcatel is the leading manufacturer of pri- 
vate automatic branch exchanges. In India, a plant built with Alcatel 
is due to begin turning out 1 million telephone sets annually. 


Lyonnaise des Eaux: 

With the entry of four British water companies into the Lyon- 
naise group in 1988, more than 3 million new consumers were 
added to the 21 million supplied around the world by Degremont, 
Lyonnaise's water-treatment affiliate. 

Jean-Louis Brault, head of Degremont adds: "The year saw the 
completion of many projects in France and abroad. The company 
was awarded contracts with five of China's largest cities, represent- 
ing a service population of 35 million." 

The contracts in China resulted from several years of effort. In 
1988 the company was awarded the contract for the construction of 
the largest waste-water treatment plant in China at Tianjin, and four 
contracts for drinking water plants at Xian, Chongqing, Shenyang 
and Nanjing. 

An agreement was signed with the Shanghai Municipal En- 
gineering Design Institute to further cooperation in the engineering 
field. The group aims to develop innovative systems for managing 
municipal services with its Chinese partrfers. 

Lyonnaise des Éaux has permanent representatives in South- 
east Asia, with a major presence in Hongkong and Singapore, as 
well as several local partnerships. 

A water quality research laboratory was inaugurated in Macau 
during 1988, in collaboration with Chinese scientists. SAAM, the 
Macau water supply company — in which the French group holds a 
42.5% interest — is renovating the distribution network which 
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supplies water to Macau's 400,000 inhabitants, while Degremont is 
building two new treatment plants to respond to needs arising from 
Macau's growth, to keep pace with a 15% increase in consump- 
tion. 

The group’s joint venture equity holdings in the Macau Electric 
Co. (CEM) were increased from 38% to 45% at the request of the 
Macau Govemment, which wished to privatise another portion of 
the service. CEM is projecting heavy investment to build a power 
plant jointly with the neighbouring Chinese region of Zhuhai. 
Lyonnaise's partner in SAAM and CEM is the Hongkong group 
New World. 


Renault: 


“Even if a net profit of 5.5% of turnover must be regarded with 
prudence in a particularly cyclical industry . . . results show that Re- 
nault now has its place among profit-making automobile manufac- 
turers." Thus does Raymond Levy, chairman and CEO of the once 
troubled state-owned car group, preface a detailed report on last 
year's achievements. Outside Europe, Renault sells over 200,000 
passenger cars and small utility vehicles a year. Since 1981 it has 
been associated in Taiwan with Sanfu Motor in the assembly of Re- 
nault 9, 11, 21, Renault Express and Renault 19 (end of 1989) mod- 
els. Last year the sales target was exceeded with 16,184 vehicles 
sold, a 5.596 penetration of a market largely dominated by the Ja- 
panese. 


PSA: 


PSA (which combines the Peugeot and Citroen companies) is 
France's biggest private industrial group, with a turnover of Ffr 
138.5 billion. Last year it produced 2,808,200 vehicles and made a 
profit of Ffr 8.8 billion. It is France leading carmaker, with 34.2% of 
the domestic market, and the third largest in Europe (12.9%) after 
Fiat and Volkswagen. 

Asia played an important role last year in raising sales outside 
Europe by 25.4%. The development of activity in China, where 
production of the 504 model pick-up has started and rising sales to 
Taiwan and Thailand helped account for the Asian increase of 
12,500 vehicles. Asian markets are expected to play a bigger future 
role. Agreements have been signed in Japan for the sale of Peugeot 
models by Suzuki Motor Co. and of Citroen models by Mazda 
Motor Corp. 


Rhóne-Poulenc: 

State-owned Rhóne-Poulenc is already the most important 
French chemical group. It has top positions in chemicals (basic and 
speciality), fibres, drugs and pharmaceuticals (including vaccines 
and blood derivatives), agrochemicals, veterinary products, animal 
nutrition etc. 

In Asia last year, Japanese sales rose to US$303.5 million, an in- 
crease of 2196 over 1987. The group is developing its technologies 
through six joint ventures set up with top-ranking local partners, 
and through wholly owned subsidiaries (Rhóne-Poulenc Japan for 
commercial activities and Nippon Fransil for silicones). The group 
continues to expand in Japan, with Nippon Rare Earths, its sub- 
sidiary, putting on stream a rare earths finishing plant at Niihama 
and the subsidiary Nippon Magphane constructing a second 
polyester film line for the audio and video markets. Rhóne- 
Poulenc's Japanese customers in this field now include Sony, Vic- 
tor Magnatic Tape, Hitachi-Maxell, Matsushita and TDK. An initial 
investment was also made with a view to setting up a future re- 
search centre at Tsukuba. 

With a strong industrial position in South Korea, thanks to its 
Kofran joint venture (50% Rhóne-Poulenc, 50% Oriental Chemi- 
cal Industry) and the Rhóne-Poulenc Pharma subsidiary, group 
sales increased 21% last year to reach US$105 million. World ex- 
port sales totalled Ffr 18 billion. 

Sales to China and other Comecon nations in 1988 were up by 
14%, running close to Ffr 2.7 billion. On the whole the Comecon 
countries remained at former levels, while sales to China increased 
by 85%. Exports to China of the fungicide ipiriodone increased 10- 
fold, while in August 1988 a manufacturing licence was sold to 
China for methionine, an animal nutrition product. € 
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There is oil from the North Sea to the Middle East, from the Far East to Tierra 
del Fuego, in oceans and deserts, all over the world. 
Total is searching for it. : 


There is a potential for energy in oil, gas, coal, uranium and photovoltaics as well. 
Total is developing it. 


There is a demand for crude oil and natural gas conversion into gasoline, fuels, 
LPG and lubricants. 
Total is providing it. 


The world is in a need of energy, Total devotes its energy to meeting it. 


So there iS more to Total than meets the eye, a lot more. TOTAL 
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Electronics: the 
French challenge 


t comes to some as a surprise to learn that the world's fourth- 

largest manufacturer of television sets, video-tape recorders, re- 
frigerators, washing machines and similar household appliances is 
a French company. Yet this is precisely the position of Thomson 
Consumer Electronics (TCE), one of the two main branches of 
France's state-owned Thomson SA, together with its subsidiary 
Thomson Electromenager. 

Thomson is also the world's second-largest supplier of elec- 
tronic defence equipment through its Thomson-CSF unit, while 
other subsidiaries manufacture weapons systems, detection, con- 
trol and communication, anti-submarine warfare and electronic 
components. In Europe, Thomson-CSF is first in this field. This is 
why when other firms in the same business appear to be weakening 
or going to the wall, eyes turn to Thomson-CSF, a giant which 
might be ready to devour them. 

But Alain Gomez, Thomson's chairman and CEO — a lgng term 
planner who has brought the giant company out of the doldrums 
since 1982 — said in his introduction to this year's annual report 
that the evolution of today's markets allows no respite. In defence 
electronics, the firm is inevitably obliged to adapt itself to shrinking 
outlets as governments reduce military 
expenditure; tougher competition in 
major export markets and the increasing 
cost of developing equipment and sys- 
tems. In consumer electronics, it must 
face up to constant pressure on prices 
and respond to the demands of perma- 
nent innovation. 

No triumphalism then: only the ac- 
ceptance of a challenge which Gomez 
knew was awaiting him when Thomson 
bought out General Electric-RCA in the 
US and Ferguson in Britain and merged 
them into the worldwide giant TCE. 

Sales in 1988 were Ffr 40 billion of 
which 79% were international. Since its 
organisation in July 1988 into four pro- 
duct divisions (television sets, tubes, 
video and audio) TCE has become x2 


leader in the North American market x Paa 


under the brand names General Electric 
and RCA, and second in Europe with 
the brands Thomson, Telefunken, Nord- 
mende, Saba, Brandt and Ferguson. 


The Asian picture 

Thomson does about 8% of its total business in the Pacific-Rim 
countries — nearly Ffr 6 billion a year — and employs more than 
25,000 people in Southeast Asia alone. All its main branches oper- 
ate there: TCE, Thomson-CSF, its components division LCC and 
SGS-Thomson Microelectronics (a company created in 1987 on a 
50:50 basis with the Italian STET group). 

Thomson has industrial and commercial branches in South 
Korea, Malaysia, Singapore and Thailand and commercial 
branches in Indonesia, Australia and Japan. It is in Hongkong and 
Taiwan, and recently won a major air-traffic control contract in New 
Zealand. 

TCE is widely established in Southeast Asia. Its manufacturing 
capacity is particularly developed in*Singapore, Malaysia and 
Taiwan, while negotiations are currently under way in Thailand 
with a view to increasing output at its Bangkok factory. 

In the fields of defence and civil aviation, Thomson-CSF is active 
in airspace coverage, air-traffic control, anti-submarine warfare, 
ajrcraft simulators and radio communications. 

Business in components, through LCC and SGS-Thomson 
Microelectronics, which derives 15% of its turnover from Asia, em- 
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Thomson-CSF air navigation aid in Tahiti. 
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ploys about 5,000 people in Japan, South Korea, Taiwan, Hong- 
kong, Thailand, Malaysia and Singapore. 


Malaysia: 

Of Thomson's 104,000 employees, 12,150 are in Malaysia. Its 
first factory — an electronic component assembly and test plant at 
Muar employing 2,000 people — was opened in that country in 
1974 by SGS-Thomson Microelectronics in a 50:50 joint venture 
with the Italian IRI group. 

Thomson has invested M$140 million (US$52 million) in four 
factories in Malaysia. Three of them, at Kulim, Muar and Kota 
Tinggi together make Malaysia TCE's main manufacturing base. 
Worldwide sales from the Malaysia factories total M$1.2 billion. 
Output is sold to other Asian countries, but a substantial volume 
goes to the US. 

About 7,000 people are employed in TCE's four Malaysian fac- 
tories manufacturing television sets and tubes. 

A new plant in Penang built by Thomson-CSF's LCC subsidiary 
and due to start up soon will be the world's fourth-largest passive 
component factory, with projected sales of M$70 million by 1992. 

Thomson-CSF, the defence electronics branch, has been rep- 
resented in Malaysia since 1981 with a maintenance workshop 
and a liaison office of its telecommunications division. It has sup- 
plied Malaysian civil aviation with navigational aid systems (ILS 
in Subang, Kuching and Johor Baru; DME in Mersing and Kerteh; 
VOR/DME at Kota Kinabalu and Kuching) and has provided an 
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Airbus 300 simulator for the national carrier, MAS. 

In the defence field, Thomson took part this summer with the 
French Navy in presenting the submarine Psychee, accompanied 
by a logistical support ship, on visits to the ports of Kelang, Lumut 
and Penang, and has delivered sonars for minesweepers and tacti- 
cal tables for weapons systems to the Royal Malaysian Navy. Radio 
communication equipment and radio sets for armoured vehicles 
have also been supplied to Malaysian land forces. 

Thomson-CSF is closely following projects linked with the im- 
plementation of the Sixth Malaysia Plan in 1990, which will see re- 
newed investment in military equipment. 


Indonesia: 

Thomson-CSF started work in Indonesia in professional elec- 
tronics in 1970, and has obtained orders worth more than Ffr 2 bil- 
lion over the past 15 years. These involve civil and military aviation 
equipment (radars, a control centre and simulators), telecommuni- 
cations and radio broadcasting equipment, and electronic systems 
for the Indonesian Navy. 

Themson-CSF has been responsible for much of the country's 
airspace coverage and has built installations for air-traffic control. 

Thomson-CSF is particularly interested in cooperation with ' 
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Rhóne-Poulenc is the leading french chemical and pharmaceutical company. 
Our work focuses on three main areas: life sciences applied to man, animals and plants ; 
new materials and specialty chemicals ; major intermediate organic and mineral products. 
With a presence in 140 countries, the Rhóne-Poulenc Group generates over 70% of its sales outside of France. 
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local industries and has regular contact with the BPPT and the 
PLEN. 

Transfers of technology and local manufacture are expected to 
grow as new programmes are developed. 


Thomson opened an office in Bangkok in 1985. The company's 
activities developed in the civil area with the supply of an Airbus 
300 simulator, television transmitters and TV studio equipment. In 


the military field, it has sold battlefield radars, an automatic artillery 
firing system and tactical radio communications equipment. 


Taiwan: 

The Thomson group employs nearly 4,000 people in Taiwan. 
Since it took over the activities of RCA, TCE has had two industrial 
plants making television sets. 

Thomson-CSF has supplied some equipment for civil aviation 
and television transmitters. 

In the field of components, LCC in 1987 bought out the US firm 
Stackpole Chilisin, which it now owns 100%, and is developing a 
plant operated by Thomson-Ferrites Asia to manufacture ferrites. A 
commercial subsidiary, Thomson Electronics Parts, is marketing 
the whole of LCC’s catalogue in Taiwan. 

SGS-Thomson Microelectronics also has a commercial branch 
at Taipei. 


South Korea: 

All of the Thomson Group’s activities are being exercised in 
South Korea. In professional electronics, where the firm was rep- 
resented for many years by local companies acting as its represen- 
tatives, Thomson-CSF also opened its own office in Seoul in 1983. 
Since 1975 the company has sold civilian equipment like television 
transmitters and repeaters. Its approach involves the transfer of 
technology in both the civil and defence fields. 

In electronic components, LCC, the Thomson-CSF subsidiary, 
reached an agreement in 1987 with Isu Chemical, a member of the 
Daewoo group, on setting up a joint-venture company in South 
Korea for producing ferrite components. Starting in 1989, the new 
company will use LCC's procedures and technology to make com- 
ponents from soft ferrites. 

Thomson-CSF is also a regular exporter of electronic tubes from 
South Korea. 

The turnover in the field of semi-conductors by SGS-Thomson 
Microelectronics, which Thomson has a 50% share with the Italian 
STET group, is increasing rapidly — climbing 40% in 1988. It now 
plans to open a “design centre" in association with a local partner. 

TCE has signed a number of contracts with South Korean com- 
panies, including Dong-Wong, Daewoo and Samsung. In profes- 
sional television, Thomson Video Equipment has sold seven TV 
studio cameras to the Mun Hwa Broadcasting Corp. over the past 
few years, while Thomson-LGT does business in the field of televi- 
sion transmitters and repeater stations. 


Singapore: 

Singapore is a major site for all the Thomson Group's activities. 
It employs some 10,000 people there and had a turnover of about 
Ffr 3 billion in 1988. 

Thomson greatly strengthened the important position it already 
held in Singapore in consumer electronics with the purchase of the 
consumer-electronics branch of GE-RCA in 1987. TCE now has a 
number of industrial plants in Singapore covering a wide range of 
manufacturing. 

In 1975, Thomson formed an industrial subsidiary called Euro- 
pean Standard Electronics Pte. Ltd. (ESE) in Singapore. The com- 
pany makes black and white television sets, black and white and 
colour monitors and tuners for TV and video. 

Consumer Electronics Singapore Pte. Ltd., created by General 
Electric nearly 20 years ago, makes telephones. 

European Audio Products Pte. Ltd. is the TCE subsidiary re- 
spgnsible for the creation, development and manufacture of audio 
and hi-fi products. Its industrial and purchasing units are also based 
in Singapore. In 1988, the audio/hi-fi division, which has been 
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steadily growing since 1984, became the European division of 
TCE's audio/hi-fi communications group. 

At the end of 1987, an industrial subsidiary called International 
Video Products was formed to make VCRs and kits. 

Commercial activity is handled by Singapore-based European 
Consumer Products Pte. Ltd. An important volume of research and 
development is done locally by a laboratory employing 180 en- 
gineers and technicians, geared mainly towards the television, 
audio and video fields. 

Besides this R&D activity, Thomson Electronics Asia Pte. Ltd., a 
holding company, also runs the "Thomson Quality Centre" and acts 
as regional coordinator for all social, legal and financial questions. 

Thomson-CSF set up a liaison office in Singapore in 1973 to 
promote its activities. The main business done has been with land- 
ing aid systems. 

Besides this, Thomson-CSF has built up cooperation with the 
Singapore Electronics and Engineering Pte. Ltd., a subsidiary of 
Singapore Technologies Ltd. for both the promotion of its activities 
and for developing certain types of software and the integration, in- 
stallation and maintenance of equipment. 

SGS-Thomson Microelectronics operates through two industri- 
al installations, one of which distributes discreet components and 
the other boards for integrated circuits. A “design centre" completes 
the ensemble. 

SGS-Thomson Microelectronics has based its head office for the 
Asia/Pacific region in Singapore. 

Thomson Video Equipment has equipped the Singapore under- 
ground railway system with a closed circuit-television surveillance 
and control system. 


China: 

Wilcox, a subsidiary of Thomson-CSF, has become the chief 
supplier of aircraft-landing systems in China. Under a contract with 
the Chinese civil aviation authority, Wilcox will supply seven ILS 
this year, in addition to the eight delivered in 1988. 


Japan: 

In March this year, a Japanese Ground Self-Defence Force mis- 
sion which visited France and Spain selected the Thomson Brandt 
120 mm mortar — a step which Thomson hopes will lead to indus- 
trial cooperation in the armaments field. The Netherlands, Mexico 
and Saudi Arabia use these mortars, as does, of course, the French 
Army. 

Meanwhile last year, All Nippon Airways ordered two Airbus 
A320 simulators from Thomson-CSF. Thomson is the leading 
^ ias of Airbus simulators, and has delivered or is building over 


Australasia: 


Thomson-CSF has built up an impressive record in the wider 
Asian and Pacific region. At this year's Le Bourget airshow, a pro- 
tocol was signed in the presence of the Australian Prime Minister 
Bob Hawke making the French firm the pre-qualified offset 
supplier for contracts currently under negotiation and for future 
contracts. 

The principal item in the protocol provides for the creation of 
facilities in Australia for the manufacture, development and supply- 
ing of air-traffic control radars. A world leader in this field, Thom- 
son-CSF has installed its surveillance systems in Brazil and In- 
donesia, and recently won contracts for airspace coverage in New 
Zealand and lreland. 

The equipment will be developed and manufactured in cooper- 
ation with Australian firms, especially British Aerospace of Australia 
Ltd. of Adelaide. The equipment will be for the Australian market as 
well as export. 

In 1987, Thomson Sintra Pacific, a subsidiary, set up a branch in 
Australia to make sonars for Australian submarines. 

Thomson-CSF's contract with the Airways Corp. of New Zea- 
land, which is responsible for air-traffic control, is for a “turnkey” in- 
tegrated system to cover the whole country. Worth Ffr 275 million, 
the contract was won against competition by Japanese, US and 
other European firms. € 
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are odd con 
on day-to-day well-be ringing a touch 
of elegance and fantasy into daily life. We 
don’t belong to the world of the Rolls Royce 
xrivate jet. There is a considerable 
l dim ension i in this notion of elegance. 

We foster this element of fantasy which 
breaks up the humdrum daily routine and 
is really the cult of a certain refinement in 
today’s terms. One of the most important 
hat happens when developed 
e : » passed the stage of acquiring 
the material. necessities of life, is the 
emergence of this notion of refinement. 
That is where we coi n in. : 

Our business ; imes, beauty pro- 
ducts and fashion ali belong together 

— is based on t 3 ically important 
~ factors: first, the grow th, in developed 
economies, of a large middle class. Without 
a middle class there is, in fact, no market for 
luxuries. As often say jokingly: "We don't 
aim at the Happy Few, because they are less 
and less happy and are getting fewer and 
fewer.” 
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.. universal. I don’t just mean Coca Cola, blue 
Ng < jeans and hamburgers, but certain fleeting 
: y ms standards tied to the constant 
nd "pres 7 changes in our societies. 

'é concentrate . 


You mean we are increasingly becoming 
one world? 

Yes, Look at what has just happened in 
Japan on the political level, with the collapse 
of the conservative party and the rise of 
women. This political change — ie. a 





change at the most symbolic level — will 
have a substantial impact for us because it 
means that the long overdue change in the 
balance of power between the sexes in 


— Japan has been announced by a political in- 
‘dent and is going to come a lot quicker 
z than we thought. 

pu The late President Pompidou was against 
t France's traditional image as the land of 


perfume, champagne and high fashion. 


. Do you consider that beauty products are 


now part of French high tech? 

Let's get rid of the cliches. Tomorrow's 
expansion will come from people's concern 
with hygiene and youth. The great myth of 
today's society is to die "young", i.e. in full 
'. This means 
skin-care, as the skin is the most revealing 


A. \ mirror of the self. A woman’s "life" used to 


- : end at about 55 and then it was up to nature 







wr min after her looks. Now skin care is 
. practised everywhere and has produced a 


" e need for advanced cosmetics 
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| are no major differences be- 


. and treatnfent. This is where we move into 
high technology. Dior's research depart- 
ment employs 130 people and has an an- 


nual budget of US$15m. We developed 


^. CAPTURE, currently the world’s leading 
is anti-aging complex for the face. Our 


researchers worked with the Pasteur Insti- fe 
tute on our liposome technology, using - 4 
phospholipids, magic little vectors which ^. 
are really artificial membranes extracted- 
from soya lecithin. It is a revolution. Le 
How important are luxury products in _ 
France’s overall exports? E 
To give you first an idea of the i impor. 
tance of perfumes, cosmetics and hygiene _ : 
products in the world, you will perhaps be 
surprised to hear that at retail sales level, it 
amounts to US$100bn. for all categories, in- ` 
cluding the mass market. In France, oursec- < 
tor's exports have a considerable effect on : 
the trade balance. We are just a few firms 
with great international vitality. Of course. 
the ones which export are all the prestige 
marks, not the mass market stuff. It is firms 
like Dior which make the difference. Offi- 
cially our sector is the third largest French 
export industry but we could be higher up: 
than that. We bring in foreign currency in... 


hard cash through payment of invoices, i D 


royalties and the dividends from foreign 


branches. So on net balance we manufac- 


turers of perfume, beauty and other luxury 
products are probably France's number one * : 
exporters. o ; 
Some figures about Dior: this year les a : 
Parfums Christian Dior alone, just one . 
mark, will have a turnover of Fr.F3,300m. in 
US dollars a little more than $500m. Nota 
bad world total for one mark, really. We 
have 17 fully integratéd branches in the _ 
world which enable us properly to control S 
the development of our business. "We : 
pect to have more than a 20% | growth. this 
year and we have a rhythm which doubles 





this about every three years in a world mar- 


ket which has more orlessreacheda peak. — 

Asia, i.e. all the Far East including Japan, 
accounts for a good 17% of our business. I : 
consider this insufficient, but I think it is. - 
likely to grow over thenext5 yearstosome- 
thing like 20% because of the rise of the 
Asia-Pacific phenomenon. Soitisoneofour 


big priorities, based as I have said, on the — 


area's very positive socio-economic factors — Y 
and highly sophisticated cultural traditions. ~ 
In South-East Asia we must already be the _ 
leading prestige brand and in the long haul 
we ought to become number one in Japan 
for imported, prestige beauty products. - 
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Heading back to 
Indochina 


mo most significant direction of French foreign policy this year 
has been a steady move towards reconciliation with the com- 
munist regimes ruling in former French Indochina. There is obvi- 
ously a belief in Paris, apparently shared by the three-nation re- 
gion's dominant government in Hanoi, that France and Vietnam 
have a mutual interest in strengthening economic, and perhaps 
eventually, political ties. 

This is the background to France's organisation of the so-far un- 
successful (but not finally abandoned) conference on Cambodia, 
held in Paris during August. However, the absence of a settlement 
on Cambodia has forced the French to postpone a number of plans 
to speed up Franco-Vietnamese rapprochement. 

The verified and internationally accepted withdrawal of Viet- 
namese troops from Cambodia is an essential prelude to the grant- 
ing of loans to aid Vietnam's floundering, ill-managed economy 
and to resolve its disputes with the International Monetary,Fund 
(IMF) and its creditors in the Paris Club of Nations. Vietnam's for- 
eign debt is estimated at over US$8.6 billion, of which US$1.6 bil- 
lion is owed to France. 

The principle of the creation of a Mixed Cooperation Commis- 
sion embracing economic relations, was agreed during one of this 
year's several visits to Paris by Nguyen Co Thach, the Vietnam's 
minister of foreign affairs. It is expected to hold its first meeting in 
Hanoi in November. An agreement on technical, cultural, scientific, 
industrial and commercial cooperation has already been signed be- 
tween the two countries. 

"France, which has already shown its willingness to help Viet- 
nam in its negotiations with the IMF, will also, in its position as chair- 
man of the Paris Club, be willing later to help negotiations on re- 
scheduling Vietnam's debt with member countries," Thiery de 
Beauce, junior minister for foreign affairs in charge of international 
cultural relations, said in reply to a question in the Senate on 23 
June 1989. 

The French minister said that in his conversation with Thach 
about re-starting cooperation, they both agreed Vietnam should 
give great priority to the teaching of French and France should help 
train Vietnamese cadres in economic, financial and management 
skills — with the Paris Chamber of Commerce and Industry col- 
laborating in the programme for the first time. 

Meanwhile, a series of specialist French missions to Vietnam are 
being planned under the aegis of the Federation of Mechanical and 
Transformation Industries (FIMTM) involving its textile plant, min- 
ing machinery and machine tool divisions. These and other pro- 
jects essential to Vietnam's infrastructure are expected to take off as 
soon as Vietnam again has access to international credits. Also en- 
visaged is local sub-contracting, such as assembly plants for re-ex- 
port to Southeast Asia and Eastern Europe. 

The idea of the specialist missions has been favoured by Bernard 
Paris, FIMTM's delegate in Hongkong who has personally visited 
Vietnam, in preference to a general mission amalgamating all types 
of machinery manufacturers, originally planned by the federation 
and which was to have taken place next November. 

A French Technical Exhibition will be held in Hanoi from 1-6 
April 1990, organised jointly by the FIMTM and the Federation of 
Electrical and Electronic Industries (FIEE) which has been a pioneer 
of the French “return,” with two preparatory missions to Vietnam 
led by Catherine Secretaire. 

FIEE held its own journees techniques, seminars on electrical 
and telecommunications equipment, successively in Hanoi, 
Danang and Ho Chi Minh City from 16-24 March 1989. Some 20 
top electrical and electronic firms, including Alsthom (now GEC- 
Alsthom), Alcatel’s various divisions, CGEE-Alsthom (now 
Cegelec), JS Telecommunications, Merlin-Gerin and SAT, took 
part. France-Telecom, France Cables et Radio and EDF Interna- 
tional, were also represented. 

Audiences averaged about 300 in all three cities and the French 
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engineers and company executives were able to make contacts and 
prepare the ground for future contracts, as well as make plans for 
the eventual establishment of French industries in Vietnam. 

The French are stressing technical cooperation and their willing- 
ness to help Vietnam train its engineers and technicians in the 
specialised fields of electricity, electronics and data-processing. 
This led to the despatch to Vietnam in April of M. Pierron, Secret- 
ary-General of CESELEC, an association formed from representa- 
tives of higher education establishments, industry and government 
departments. After his visit, he proposed France collaborate with 
Vietnam on a wide ranging training programme. However, this is 
still at the planning stage and again is contingent on an international 
political breakthrough — in other words a solution to the Cambo- 
dian question. 

Vietnam's economic weaknesses and strengths were described 
by Bernard Paris in July at a seminar organised by the FIMTM. He 
described Vietnam as a country “at the end of its tether,” exhausted 
by years of war and communism and suffering the consequences of 
the virtual collapse of its infrastructure. This inability to repair or 
build new roads, the Hanoi-Ho Chi Minh City railway or airports 
has added heavy costs to transportation, both for the local econ- 
omy and the foreign visitors Vietnam is now trying to attract. 


Hotels 

Earlier this year a protocol of an agreement was signed in Ho 
Chi Minh City by the leading French hotel group Accor, in associa- 
tion with the SAE (Societe Auxiliaire d'Entreprises) construction 
company and the Banque de l'Union Europeenne (BUE), to plan 
the building of French hotels in Ho Chi Minh City and other Viet- 
namese towns. The first project likely to take shape is a 350-room 
Novotel in the centre of Ho Chi Minh City, with construction plan- 
ned to start in 1990. The Paris-based Pullman hotel chain — a sub- 
sidiary of the Wagons-Lits hotel and tourism group — is due to 
begin work renovating the old French-built Metropole Hotel (re- 
named the Thong Nhat since 1954) in Hanoi next year. 

France is also sharing in the oil exploration permits the Vietnam- 
ese Government has granted to a number of Western companies. 
As recorded elsewhere in this supplement, TOTAL-CFP has re- 
cently been authorised to drill in an area of the Gulf of Tonkin. Ear- 
lier this year an exploration contract was signed with Petrovietnam, 
the national oil company, by CEP — a group with long experience 
of selling European agricultural produce to the Soviet Union — 
jointly with Enterprise Oil, a British independent with important 
North Sea concessions and in which the French state-owned group 
ELF has acquired a 25% interest. Valid for 25 years, the contract 
covers a 9,000-km? zone off the southern coast of Vietnam. CEP 
and Enterprise Oil will invest some US$60 million over the next five 
years. 

For their part, the Vietnamese have been active in France pro- 
moting their new "open door" policy. On 5 May this year, their em- 
bassy in Paris used the setting of the Vietnam pavilion at the Paris 
International Fair to hold a question and answer session for French 
business representatives on the theme "Vietnam in 1989 and the 
Open Door Policy," with the country's secretary-general of the 
ministry of external affairs presiding. The main subject of discussion 
was Vietnam's new foreign investment code, some points of which 
provoked a few questions from the floor by French businessmen. 

The code was described by Thach in an interview with Le Figaro 
newspaper as "drawn up to make it the most favourable in Asia, 
with the comparative advantage that wages in Vietnam are lower 
than in China, 23 times lower than in Thailand and 30 times lower 
than those of South Korea. That the labour force is educated and 
has a highly developed sense of initiative, tending thus towards 
progress. Without the pretention of becoming the fifth newly indus- 
trialised country in Asia, Vietnam does have the firm hope of be- 
coming the equal of one of the Asean countries," Thach said. 

Whileehe served cocktails to his French guests, Ambassador 
Pham Binh chatted with them about Vietnam's change of policy. 
He echoed familiar words from Hanoi, admitting “past errors" by 
the regime. “We tried to set up a democracy ready-made by the 
state. We are not changing to capitalism but simply applying ‘the 
natural laws of the economy'," he said. € 
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TOTAL wins major gas 
concession in Thailand 


n September this year the Thai authorities chose the French 

state-controlled oil-company TOTAL-Compagnie Francaise des 
Petroles to develop and operate an important new offshore gasfield 
in the Gulf of Thailand. 

The new field, designated B Structure, is located 130 km off 
Songkhla, some 900 km south of Bangkok. The cost of develop- 
ment is about US$600 million, which includes drilling, building rigs 
and constructing a storage terminal. Exploitation costs are calcu- 
lated at US$50 million a year. 

TOTAL will have a 30% share with PTT Exploration and Pro- 
duction, a subsidiary of the Petroleum Authority of Thailand, which 
will hold 4095, the remaining 30% being open to others. The field 
is expected to supply 3596 to 4096 of Thailand's gas needs by 
1994-95 and have a production life of 20 to 30 years. It was disco- 
vered jointly by US and Thai exploration teams and purchased last 
year by the Thai Government from Texas Pacific Thailand. , 

TOTAL won its contract in competition against the US upstream 
independent UNOCAL. Proven reserves are 
about 1 billion m3 of gas, but there could well be 
twice, three or even four times this amount. Pro- 
duction is due to begin in 1993. 


A varied Asian background 

TOTAL is growing in Southeast Asia in tan- 
dem with the region's economic growth. Its ac- 
tivities are first and foremost commercial. Sales 
of crude oil — more than 10 million tonnes an- 
nually — make Southeast Asia TOTAL's second 
outlet after France. It also sell a wide range of 
petroleum products, natural gas, lubricants and 
coal. For example, the TOTAL-Hutchison 
Whampoa trading company last year sold 3 mil- 
lion tonnes of coal to Hongkong's power 
utilities. 

It is also active industrially, particularly in In- 
donesia, but also in China (see below), Australia 
(offshore oil exploration, coal and gold produc- 
tion and uranium ore prospection) and Malaysia 
where Mapa, a TOTAL subsidiary, manufactures latex gloves for 
export. 


Indonesia: 

TOTAL has beef in Indonesia, the world's 13th-largest oil-pro- 
ducing country and the second in the Far East after China, for 20 
years. The company is Indonesia's second-biggest crude oil pro- 
ducer, and has developed substantial "upstream" activities — 
exploration, extraction and exploitation — in the country. In 1972 it 
discovered oil in the Mahakam delta in East Kalimantan and in 
1974 began to produce from two fields — Bekapai and the larger 
Handil. The discoveries made TOTAL the biggest producer after 
the US company Caltex. These two oilfields were found and are 
being worked in a joint venture with the Japanese INPEX com- 
pany. Besides these discoveries, important gas and oil deposits 
have been found in recent years in the same Mahakam concession 
at Tunu, Tambora and Sisi. A bonus has been a share in the produc- 
tion of oil, gas and condensates at Nilam and Badak, operated by 
Huffington and which overlaps TOTAL's Mahakam concession. 

TOTAL has two further exploration permits, one which it ex- 
pects to start work on soon, in regions outside its present operations 
zone in Kalimantan ."' 

With the passage of time, its existing oil wells are beginning to 
run dry and the company has decided to seek new oil deposits to re- 
place Handil and its sister-fields’ when they cease producing. Oil 
and condénsate production from the Handil, Bekapai and Tam- 
bofa fields amounted to 4.99 million tonnes in 1988 compared with 
6.7 million tonnes in 1987. 
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However, unless the company discovers another important oil 
deposit, TOTAL's future operations in Indonesia are likely to con- 
centrate more on gas production. With its Japanese partners, who 
are financing operations and will take half the dividends from 
exploitation, TOTAL discovered two big new gas structures three 
or four years which led to it switching its interest to gas from oil. The 
company is already contributing to the construction of a gas 
liquefaction plant in the region, where the gas will be liquefied and 
exported by sea. 

TOTAL now seems set to become the second, if not the leading, 
gas producing company in Indonesia with 20- and 30-year con- 
tracts to supply Japan and Taiwan envisaged. The Far Eastern mar- 
ket is sometimes seen as saturated, but because of the growth of the 
Japanese economy and those of the other "dragons," the Asian 
market is constantly developing and remains extremely promising. 


China: 

TOTAL was the first Western company to find oil in the China 
Sea, and was the first Western company to develop, or rather pre- 
develop an offshore oil deposit in Chinese waters, the Weizhour 
field. This was really a production test running for two or three 


years. The deposits are difficult to exploit and offer very small pro- 
duction volume. TOTAL and all its partners sharing the permit, the 





TOTAL's Handil gas field in Indonesia. 


Japanese, the South Koreans and its French associate ELF, de- 
cided last August to withdraw contractually on the grounds that oil 
extraction there was uneconomic. "But, by being the first to dis- 
cover oil and to open it up and put it into production, we have left 
our visiting car in China," was how Yves Romestan, a company 
executive, put it. 

Meanwhile, cooperation agreed in 1985 between TOTAL and 
China's National Oil and Gas Exploration and Development Corp. 
has continued with the object of enhancing oil recovery from the 
Yanling field. The liquid petroleum gas packaging centre in Shang- 
hai is being modernised by TOTALGAZ. TOTAL has also obtained 
a licence for process-operated hydrofinishing, to be built by its af- 
filiate Technip. It is also negotiating for the purchase of uranium on 
behalf of EDF, the French state electricity generating board. 

TOTAL has also recently obtained an exploration licence in 
Vietnam for offshore drilling in the Gulf of Tonkin. Work is due to 
start before the end of this year. 

Still “upstream,” TOTAL is having discussions with countries like 
Burma and Malaysia, and is confident of obtaining exploration 
rights similar to those in Vietnam. 


The ‘French look’ in lubricants 
Apart from its substantial “upstream” activity TOTAL is today 
selling more and more lubricants in Asia. It is manufacturing 
TOTAL lubricants in South Korea, where it has quickly won about 
10% ofethe market, and will soon be trying to emulate this in 
Malaysia and the Philippines. The company is now seeking to ob- 
tain a larger share of the market throughout the Far East and South- 
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east Asia, and while lubricant sales may not appear as spectacular 
as upstream projects, they do generate attractive profits. 

"We have been impressd by the extent to which the 'French 
look' in lubricants is appreciated — for example how the Japanese 
like to use lubricants 'Made in France' in their Hondas and 
Yamahas," Romestan said. This reflects the image France enjoys in 
Japan as a producer of quality products, from great paintings to 
perfumes — and now lubricants! 


Trading: 

TOTAL is very active in the trading aspects of the oil business in 
the Far East. It has had a trading office in Japan for 30 years and in 
South Korea for the past few years. There has been a TOTAL office 
in Singapore since the beginning of the 1980s. Trading activity in 
the Asian region has thus developed considerably. The bulk of the 
oil which TOTAL produces and owns comes from Middle East Gulf. 
Its natural outlet is no longer in Europe, as it was 15 or 20 years ago 
but in Asia, the Far East and particularly Japan. 

Therefore a company must today be familiar, and on good 
terms, with the oil circles of the region in order to be able to sell its 
oil to the best possible advantage. Hence the “meshing” of informa- 
tion by TOTAL's different offices in Seoul, Singapore and J'okyo 
which enables it to dispose of increasingly large quantities of the oil 
produced in, for example, Abu Dhabi or Oman. TOTAL sells all its 
Abu Dhabi production in Southeast Asia and the Far East. TOTAL, 
which produces about 10 million tonnes of oil each year in the Gulf, 
is one of Japan's and South Korea's top oil suppliers. 


and distribution 
TOTAL has a far smaller role in Asia in the "downstream" sector 
of the oil industry. It has cooperated with Thailand, for example, to 
give a push to its refinery activity, but indications are now that the 
TOTAL group is planning to rapidly develop refineries, distribution 


networks and filling-stations and on a substantial scale throughout 
the area from a *downstream" industrial base. "Wait and see" is the 
watchword in Paris. 

TOTAL spins its web 

So TOTAL, sometimes dubbed "little French sister of the oil 
majors," is clearly spinning its commercial-industrial web of opera- 
tions throughout Asia. It is, of course, very active in Europe and the 
North Sea; it operates in the US: it has a substantial downstream 
presence in Africa and has enormous petroleum reserves in the 
Middle East. But what has especially characterised its activity over 
the past four or five years has been its phenomenal development in 
Southeast Asia. 

TOTAL's Southeast Asian operations began, as noted above, 20 
years ago in Indonesia where exploration, drilling and production 
have given it a privileged position in one of the area's biggest, most 
populous and industrially strategic countries. From this bridge- 
head, or as the French like to express it — using their position in In- 
donesia as an "aircraft carrier" for further forays into the region — it 
has established footholds in a series of countries and is developing 
a multiplicity of activities: lubricants in one, research in another, 
production in a third, industrial cooperation in China and in Thai- 
land and so on. 

As a result, the map of TOTAL's activity in the area today shows 
considerable development extending beyond the Indonesian "air- 
craft carrier." TOTAL is now gradually achieving its ambition of be- 
coming more and more Asian in Asia by taking a stronger position 
in refining, distributing and marketing. Whether this will take the 
form of building a refinery or buying an existing one, acquiring dis- 
tribution networks or establishing new ones is not yet certain; but 
the company's future shape within the region is likely to be decided 
and worked out in a year from now. TOTAL will then have moved 
into the planned third stage of its Southeast Asian operations. — € 





French telex 
covers Asia 


agem — the acronym for Societe d'Applications Generales 

d'Electricite et de Mecanique — is one of France's leading high 
technology companies. It has a long history in Asia and the Pacific, 
particularly in the telecommunications field. 

The Sagem group, which employs 17,400 people — including 
7,200 managerial and technical staff — had a turnover in 1988 of 
Ffr 9.75 billion. The majority of the capital is owned by the com- 
panies' executives and staff, providing Sagem's employees with 
strong motivation. This is a dynamic company, determined to suc- 
ceed. It believes fervently in French technological prowess and 
proves it with increasingly successful products. 

Sagem is Europe's leading manufacturer of inertial systems and 
telecom terminals. It is organised in three groups: navigation, quid- 
ance and vehicle control; data-processing and telecommunications 
and equipment for industry. 

The associated companies of the Sagem group are SAT, a lead- 
ing manufacturer of transmission equipment and Europe's leading 
manufacturer of infra-red systems and Silec, a leading manufac- 
turer of high performance and telephone network cables. It also has 
several service companies. 

The navigation, guidance and vehicle control division 
specialises in, among other fields, high precision mechanical en- 
gineering and metrology, magnetism, electrostatics, optronics and 
thin-film microelectronics. It manufactures sensors, gyroscopes, ac- 
celerometers, hybrid circuits, gate-array circuits, magnetic bubble 
memories and the whole gamut of systems necessary for the con- 
trol of submarines, missile launch aboard the French Navy's nu- 
clear submarines, military aircraft navigation and ground-to-air at- 
tack, “intertial-intertial” initialisation of carrier-borne aircraft and 
vehicle-mounted missiles. Not surprisingly, much of this is highly 
classified and so little more can be said about it. 
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The industrial equipment division manufactures products for a 
wide range of industries, such as mining equipment for coal, potash 
and phosphates, refrigeration and air-conditioning equipment 
used in virtually all branches of industry, machine-tools, numerical 
control and vision industry equipment designed in particular for the 
metal processing industries, ground transport equipment for gar- 
ages, onboard vehicle electronics, production line automation and 
test equipment. 


France’s telex manufacturer 


Sagem is the French telex manufacturer. “It’s part of our basic 
metier. We've always been technological innovators in this field,” 
Francois Pesques, head of the firm’s press and external relations, 
explained. Sagem has been manufacturing telex equipment for 
more than 40 years, starting shortly after World War II when telex 
had first emerged as a new form of communication. 

Constant innovation, and the export of such innovation, is the 
basis of Sagem’s policy and explains its dominant position in 
France, with 70% of the market. It built the world’s first electronic 
telex, the SPE, in 1974; the first telex with a microprocessor, the 
TX20, in 1980; the TX 35 visual display telex, which made Sagem 
the world leader, in 1986 and the TX 35E, the first professional 
telex interconnected with microcomputers. 

Sagem, with 500,000 telex machines in use, is the world’s sec- 
ond-largest supplier of such equipment. 

Sagem is now the world’s leading manufacturer of visual display 
telex terminals as a result of its continuing quest for quality and in- 
novation. One example of Sagem's initiative is the TX 30 “De- 
vanagari,” which is the first terminal in the world to permit the use of 
the Devanagari (Indian) and Latin alphabets. Like others of this 
type — which provide Arabic, Chinese, Farsi and Greek characters 
— this illustrates Sagem's ability to meet any required national 
specifications. 

This year has seen the launch of the Sagem TCX 3000, the first 
machine to combine in the same system a facsimile (with a 300- 
page memory), telex, electronic mail, word processing and a 
photocopier. Sagem’s management has great hopes that this pro- 
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.ct, which can also incorporate a laser printer, will lead to a further 
reakthrough in the company's worldwide sales. 


in Asia 

Sagem’s "star" achievement in the Asia-Pacific region has been 
in Australia in the telecommunications field. In 1977, Sagem won a 
contract to supply state-of-the-art telex equipment to the Australian 
Telecommunication Commission against intense international 
competition, dislodging its major world competitor already estab- 
lished there. Sagem won the order chiefly because it was the only 
manufacturer then marketing electronic telex machines incorporat- 
ing microprocessors. 

Sagem's presence in Australia was initially confined to equip- 
ment assembly by local sub-contractors, but by 1980 business had 
grown too large to be handled by the sub-contractors and the deci- 
sion was taken to open a Sagem factory in a Sydney suburb. Now, 
ciam 100% of Australia’s telex equipment is made by the French 

rm. 

Sagem has drawn important conclusions form its Australian suc- 
cess, which was accompanied by a gradual transfer of technology 
and expertise as Sagem's engineers and technicians trained local 
personnel. This permitted the development of manufacture, as- 
sembly and finishing of the various types of telex equipment, and 
enabled the French firm to win the Australian Quality Label, or "Ap- 
proved Inspection Scheme," awarded in 1986 by the director of 





Sagem's TCX 3000: combines fax, telex, WP and copier. 


Australian telecommunications. This entitles the company to 
guarantee its products in place of the official administration. 

The Australian experience also enabled Sagem to reinforce its 
export structure and improve its approach to foreign markets. "Ex- 
porting requires patience, in-depth work, a long term view by the 
industrialist and very efficient planning. In this field, more than any 
other, improvisatidn is out," an internal memo notes. 

"Cooperation with Australia must continue so that Sagem Aus- 
tralia becomes the starting point for commercial expansion and 
leads to the access to new markets, which only a local industrial pre- 
sence in this part of the world makes possible," the memo con- 
cludes. | 

Sagem is also present in New Zealand, and is well established in 
the whole of the South Pacific, Indonesia, the Philippines, Thai- 
land, Malaysia, Hong Kong and Singapore. 

Sagem teleprinters are manufactured in Taiwan for the local 
market, while the company has licenced manufacture in the 
People's Republic of China for its domestic market. A contract with 
India was signed in 1985, licencing an Indian government concern, 
Hindustan Teleprinters Ltd., to manufacture Sagem's electronic 
teleprinters under its own name. Sagem provides components not 
yet manufactured in India, but the contract provides for the in- 
creased introduction of "national" companents. 

Japan is, as usual, a different case. Sagem is not present in this 
highly protected market, although it does have agreements with Ja- 
panese firms. 

In addition to its telex systems, Sagem has made important sales 
of electronic switching systems to manage telex traffic in Thailand, 
Vi8tnam and North Korea. More than 150 of these systems are now 
in operation in nearly 70 countries, including China. € 
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Matra's strategy for 
Asia and the world 


M? an acronym from the French company's unexcit- 
ing full name — Mecanique d'Aviation et de Traction — was 
founded in 1945 to make airborne missiles for France's resurgent 
military aircraft industry. It leapt to fame in 1961 when it built the 
first French satellite. 

Today it is a huge high technology corporation specialising in 
three fields: defence and space, which account for 40% of its sales 
(defence represents 75% of this figure); telecommunications and 
S ren technology, 29% and automotive and transit systems, 

196. 

Jean-Luc Lagardere, 61, Matra's chairman and CEO, is a tough- 
minded, sports-loving tycoon who has been in the saddle for 25 
years. He also controls the Hachette publishing empire, owns a 
bank and a holding company, MMB, which has 17% of the 35% 
"stable core" stock of Matra. 

Today, Lagardere presides over a diversified group with a grow- 
ing international base. He has not hesitated to discard activities 
which ceased to be profitable or had no particular future, like 
micro-computers, racing cars (when they had served their function 
of boosting the Matra name) and some types of automation. The 
firm's fundamental expertise is in electronics and micro-electronics 
and in its vast experience as a prime contractor in the production of 
complex military, civilian and space systems. 

Addressing the annual general meeting in June, Lagardere 
explained his plan to decentralise Matra, turning its defence and 
space divisions into subsidiaries as he did for Matra Automobile, 
Matra Transport, the telecommunications subsidiaries and others. 

“We intend to secure industrial groups as minority stockholders 
within these companies . . . in exchange Matra will acquire interests 
in their corresponding companies. We will favour partnerships on a 
European level, contributing our strength to the construction of 
Europe," he said. 

"We want Matra to expand technologically, economically, so- 
cially and politically throughout Europe and the world . . . The 
group totals sales of more than Ffr 50 billion and has a capitalisation 
fo nearly Ffr 20 billion, making it France's third-largest independent 
private sector group." 

Matra is one of the West's three main prime contractors in mis- 
sile design and manufacture. It is the first in Europe in the number of 
satellites launched and telephone sets produced. It is also a world 
leader in volume computer-assisted design (CAD), makes the data- 
processing "brain" of Ariane, the European satellite launcher, and 
has an important role in developing Europe's manned space flight 
projects — the Hermes (shuttle) and Columbus (space laboratory) 
programmes. 

Matra is structured around three separate divisions working in 
free cooperation within the Lagardere group. 

Defence and Space: guided and unguided weapon systems 
(especially ‘smart’ tactical missiles), command and control satel- 
lites). Sales in 1988 were Ffr 5.02 billion, up 4,7% over 1987. Or- 
ders totalled Ffr 4.83 billion, an increase about the same as sales, 
which mostly involved equipment such as air-to-air missiles (Magic 
2 and Super 53-0 F and D), air-to-ground weapons for the Mirage 
F-1 and Mirage 2000 aircraft, Durandal runway destruction muni- 
tions and various counter-measure systems. 

Telecommunications and Information Technology: telephone 
sets, public and private switching systems, radio communications, 
facsimile machines, teletex terminals, security and access control 
systems, computer-assisted design and computer-assisted manu- 
facturing (CAD-CAM) software and services, automated assembly 
poss and integrated circuits. Sales totalled Ffr 5.5 billion in 
1988. 

Automobiles and Transit Systems: Automobiles, automotive 
electronics, urban rail transportation systems. Sales totalled Ffr 
6.04 billion in 1988. The car division had a good year, and substan- 
tial capital expenditure was directed towards increasing production 
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to meet the expanding market for the Re- 
nault Espace in France and abroad. The Es- 
pace is a new concept passenger vehicle 
designed by Matra and produced by the 
state-owned Renault company. Last year a 
four-wheel drive version, the Quadra, was 
introduced. 

Re-privatised in January 1988 (after an 
obligatory 51% state takeover by the 
Socialist government in 1982), Matra has 
formed strong structural links in Europe — 
with MBB in West Germany, British Aero- 
space and GEC-Marconi in Britain, Fiat and 
Selenia (and soon Otomelara) in Italy to 
mention only three EC partners. Itis also de- 
veloping a strong presence in the US, which 
has taken the form this year of a joint mar- 
keting agreement with McDonnell-Douglas 
and the acquisition by Matra Aerospace 
Inc., Matra's US subsidiary, of the defence, 
space and control electronics divisions of 
Fairchild Industries. 


Matra in Asia 

In Asia and the Pacific, it is Matra's de- 
fence and space divisions which have so far 
been the most prominent — especially in 
India, an old and important customer; in 
China, where Matra is the only Western firm 
deeply involved in the Chinese space 
programme and in Australia, historically 
Matra's first export customer after it bought 
missiles to arm its Mirage III fighters in 1963. 

But there has been an important break- 
through in another Matra activity, marked 
by the agreement in July 1988 for a Ffr 1.5 
billion contract to build a fully automated 
rapid transit system for Taipei. This system 
— known as the VAL — is the first fully au- 
tomated urban transit system in the world. 
VAL, which had its debut in 1983 in the 
northern French city of Lille, has also been 
ordered by the US cities of Chicago and 
Jacksonville, selected for a new branch line 
to serve Orly airport near Paris and for the 
future metro systems of Toulouse, Stras- 
bourg and Bordeaux. Contracts are also 
under negotiation for Rennes, in France, 
New York and cities in Italy and Spain. 

The Taipei system will employ the same 
technology as that used for Chicago's VAL 
256 subway, and will be based on a 12-km 
line with 13 stations utilising 100 VAL 256 
vehicles. | 


Defence 

At this year's Le Bourget air show, Noel 
Forgeard, 42, senior vice-president and 
president of the defence and space division, 
singled out the year's top events in Matra as 
the formation of the new MS21 systems 
company and the continued development 
of "intelligent" tactical weapons. Matra re- 
mains the only European manufacturer 
with a range of missiles comparable to 
those available in the US. 

Forgeard said: "The Mistral [a five-nation 
missile project] was certified at the end of 
1988. Full-scale development of the new 
generation of MICA, air-to-air intercept and 
air combat missiles, continues and will be 
accepted as a priority in the government's 
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:fence programme. MICA is currently under review by numer- 


jus countries in Europe and elsewhere for different fighters. 
Development of the MILAS torpedo-carrying anti-ship missile, 
jointly with Italy's Otomelara, has begun. The decision to equip 
the French and German armies with the BREVEL reconnais- 
sance drone [being jointly developed by Matra and MBB] has 
been officially announced. We have finalised plans to launch 
the very important APACHE air-to-ground/ground-to-ground 
system, a joint venture with the state-owned French company 
Aerospatiale.” 

An important role of the new Matra MS21 branch is to increase 
the export of reception and processing centres for images transmit- 
ted by Matra’s SPOT and other observation satellites. 

The new unit has already obtained a draft contract for the supply 
of a complete SPOT image reception and processing station in In- 
donesia. This comprises a receiver station in the Celebes and a data 
processing and exploitation centre at Jakarta. Full scale negotia- 
tions are in progress to firm up this project as soon as possible. The 
regional importance of Indonesia and the Matra group’s determina- 
tion to develop sales in Asia make this a most significant contract. 

Matra’s major achievement so far in Asia has undoubtedly been 
its unique contribution to the growth of China's space operations. 
In this, the role of Matra Espace's ground systems and networks 
sub-directorate, is paramount. "It is not necessarily what lifts off 
which has all the wizardry," one Matra executive pointed out, "the 
growth in [the space] business in the future will be mainly on the 
ground." 

The Ffr 50 million contract for the Chinese space centre was 
signed in November 1986. “It was an important first step for both 
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technical and commercial reasons," Bernard Plano, head of the 
computing and networks directorate, said. The contract will pro- 
vide Beijing with a control system for all China's 10 or so receiving 
stations, using a totally new technological design based on a cluster 
or swarm of five high powered computers, linked together to per- 
mit the dynamic reassignment of tasks in the case of failure at any 
point in the network, Plano said. 

"This is a very big system involving difficult techniques," Jean- 
Marc Tosques, head of ground and network infrastructure, said. 
After a one-year study by COCOM, the West's technology watch- 
dog on exports to communist countries, 25 engineers began work 
last year on this programme which represents the computer nu- 
cleus around which the Chinese will build their own network once 
the software has become operational at the end of the installation 
phase — scheduled for around the end of this year. 

Tosques stressed that the project had been particularly reward- 
ing since it provided the computer experts in the French group with 
valuable lessons on what to expect in their export effort over the 
next few years. : 

Under a new Ffr 15 million contract signed in the spring, Matra's 
experts are now preparing the software for China's telecommunci- 
ation satellite testbeds. 

The company’s future policy towards China is somewhat uncer- 
tai "à political reasons, though all current obligations will be hon- 
oured. € 
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French banks: towards 
new frontiers 


Fe banks have built up, particularly over the past 15 years, 
one of the most extensive banking networks in the world. The 
rapid internationalisation of their development has enabled them 
to raise France to second place after the US, and on an equal foot- 
ing with Britain. 

At the end of 1987, 40 French Banks Association (AFB) member 
banks were established in 107 countries, with 292 representative's 
offices, 279 branches, 110 subsidiary branches and 101 associated 
banks. The dynamism of French banks is shown by the fact that, in 
1977, there were only 33 French banks operating in 84 countries. 
Since then 92 new offices, 102 main and 40 subsidiary branches 
have been opened. The only drop is in the number of associate 
banks (27), either by the decision of French banks concerned or be- 
cause of the attitude of host countries. 

Despite the obstacles to the presence in their countries of foreign 
financial establishments raised by some governments, French 
banks have managed not only to improve their positions in coun- 
tries where they have traditionally operated, but also to substan- 
tially expand their activities. 


Banque Indosuez | 

Banque Indosuez is in the front line of French banks strengthen- 
ing their position in Asia. Today, Asia represents 35% of its busi- 
. ness, and if Australia, New Zealand and the 
i rest of the Pacific are included, the figure is 

nearer to 4095. 

Antoine Jeancourt-Galignani, president 
and CEO, says 1988 provided a far more 
satisfactory economic and financial climate 
than expected after the October 1987 mar- 
ket crash which had been costly for the bank. 
Owing to the vigour of the bank's operations 
in Asia and the recovery of several of its Mid- 
dle Eastern units, the contribution of its non- 
French activities once again increased. 

The half-year results for 1989 showed a 
generally satisfactory overall performance, 
though there were a few difficulties on the 
money makets. 

Brokerage is one activity targeted 
for development. Already a major broker 

through its specialised units, Cheureux de Virieu in Paris and 
W. I. Carr in London, Tokyo and other Asian markets, the Indosuez 
group has recently emerged as the largest brokerage entity in 
the Paris market, with a market share of over 7%. The London- 
based magazine Euromoney has given Cheureux de Virieu top 
marks among French brokers for the quality of its service and 
research. 

With its membership to the Tokyo Stock Exchange, the In- 
dosuez group has already achieved a level of activity in this market 
comparable to that of other major non-Japanese brokers. 

In a reciprocal move, Banque Indosuez joined BNP, National 
Westminster Bank SA and Daiwa Europe (France) SA this month in 
introducing the Sumitomo Trust and Banking Co. to the Paris 
Bourse. Sumitomo has also opened a representative office in Paris. 

In other Asian markets, the Indosuez group is in the process of 
supplementing its commercial bank branch system with a network 
of brokerage and foreign exchange specialist teams, operating 
under the W. I. Carr umbrella. The purchase of a 49% interest — 
along with the Thai Military Bank — in a leading Thai broker, Nava 
Finance and Securities, marked a further step in this policy. Nava, a 
member of the Bangkok Stock Exchange, is particularly active in 
share brokerage, the primary market and financial analysis. In- 
dosuez is also negotiating the purchase of an interest in a brokerage 
house in Jakarta. 

With its long-established presence in most Asian markets, Ban- 
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que Indosuez strengthened its relations with 
Asian countries while stepping up its assist- 
ance to European companies active in the 
region. 

Indosuez' role as a commercial bank re- 
mains significant in Japan, South Korea, 
Hongkong and Singapore — all markets in 
which the bank is rapidly developing a 
growing number of higher value-added 
products and services. Traditional banking 
activities were also the main contributors to 
the generally positive results achieved in 
1988 by it branches in India — where an of- 
fice in New Delhi has been added to com- 
plement the existing Bombay branch — 
and Pakistan, and in its Malaysian and 
Nepalese units and an offshore bank in the 
Philippines. 

In Sri Lanka, where the economic envi- 
ronment is increasingly difficult, perform- 
ance was "satisfactory, as it was in 
Bangladesh — where provisions for poten- 
tial losses on the existing loan portfolio had 
to be strengthened. 

France's “return” to Indochina is re- 
flected in the acceptance by Vietnam of the 
application by Banque Indosuez — suc- 
cessor to the old colonial Bank of Indochina 
— to open an office in Ho Chi Minh City, 
which is expected to be operational by the 
end of this year. (See also the Indochina 
section.) 

Asset management activities continued 
to grow, primarily in Hongkong and Singa- 
pore. 

Noteworthy financings include a power 
plant now under construction in Thailand, a 
geothermal plant in Indonesia, the renova- 
tion and extension of Karachi airport in 
Pakistan and a vaccine factory to be built in 
India by Institut Merieux, a subsidiary of 
Rhóne-Poulenc. Banque Indosuez Bel- 
gique also collaborated with the local sub- 
sidiary of Banque Indosuez to fund con- 
struction of port facilities in Gwadar, Pakis- 


Banque Indosuez was also active in for- 
eign-exchange markets, particularly in 
Tokyo, Singapore and Seoul. Interest rate 
and swap ings in Tokyo showed con- 
siderable growth. 

All the bank's major financial market 
units achieved progress last year. In Tokyo, 
Indosuez assisted companies listed on for- 
eign stock exchanges and Japanese invest- 
ors looking for investment opportunities in 
Europe; in Seoul, it co-managed the capital 
increase of the Korea Europe Fund. 

In Singapore, and more recently in 
Taiwan, relations with local financial institu- 
tions were considerably developed. In ad- 
dition, a financial consulting company was 
created. 

Securities trading activities were greatly 
by W. I. Carr's full membership of the 
Tokyo Stock Exchange, awarded last year. 
W. I. Carr, which has traditionally spe- 
cialised in Southeast Asian securities, 
has now carved out a leading position in Ja- 
panese securities trading — reflecting the 
effectiveness of its sales force in Japan, 
Europe and North America as well as the 
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A MAJOR FRENCH BANKING GROUP 
SERVINGCLIENTS IN ASIA PACIFIC 


Total Assets : 63,021 million USD 
Stockholder’s Equity : 2,290 million USD 
Total Deposits : 26,810 million USD 
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zxcellent quality of its research products. W. I. Carr also improved 
its market share in Hongkong. Project financing activities were suc- 
cessful, particularly in Hongkong, Indonesia and Singapore, while 
Canton- and Jakarta-based leasing subsidiaries produced good re- 
sults in complex asset financing. 

Indosuez continued to play a major role as "local banker" in Van- 
uatu, New Caledonia, Papua New Guinea and French Polynesia. 
In all these regions, the bank has steadily strengthened its relation- 
ship with large local corporate clients and started to offer higher- 
margin products and service. 

In Australia and New Zealand, the bank's two subsidiaries 
— Indosuez Australia and Banque Indosuez New Zealand — 
focused on a limited number of products where the expertise of 
their staff can be brought to bear. The bank was active in mergers 
and acquisitions, securities issuing and complex real estate financ- 
ing. 

In New Zealand, Indosuez has arranged the financing of the 
new contract awarded to the French defence electronics firm 
Thomson-CSF to provide total radar coverage of the country. In- 
dosuez is the only bank involved, and has set up the whole financ- 
ing structure in the form of financial credits and a fiscal leasing oper- 
ation. . 


Banque Nationale de Paris (BNP) 


This state-owned bank remains the dominant French financial 
institution in the Asia-Pacific region, despite its heavy concentra- 
tion on metropolitan France and Europe. 

By geographical area, Europe is in the lead in lending and col- 
lection of resources (42% and 45%, respectively). North America 
and the Asia-Pacific region are comparable with each other, each 
having 25% for loans and North America 27% and Asia 18% for 
resources. 

BNP's international stock exchange network is now fully 
operational through its specialised branches — Charge du 


Bouzet in Paris; BNP Securities in London; ABS White in Australia 
and BNP Securities Japan in Tokyo — or through the group's 
seats on stock exchanges in Basle, Luxembourg, Amsterdam and 
Frankfurt. 

BNP's foreign networks contributed 25% of the bank's total re- 
sults, though this is not a complete picture of its international ac- 
tivities. Many international operations are carried out from Paris, 
and are therefore recorded in the domestic accounts. 


Société Générale 

Société Générale, France's leading private banking group, in- 
troduced six of the 15 foreign companies newly quoted on the Paris 
Bourse in 1988. Among them were Nikko Securities, Nippon Shin- 
pan and Fuji Bank. 

In 1988, Société Générale started trading in gold options and 
developed its option activities in interest rates, shares and share 
price indexes on the organised markets (Matif, Monep and OMF) 
and across the board trading. This year has seen further progress 
through the system of livre toumant, which ensures 24-hour con- 
tinuous management of exchange option portfolios between New 
York, Paris and Tokyo. 

Société Générale's network in Asia and Australia continued to 
enjoy favourable conditions in 1988, and its branches in the area 
made an overall increase in commitments and results. The bank 
completed arrangements to operate in Japan, and acquired a seat 
on the Tokyo Stock Exchange in July 1988 — a little over a year 
after opening its securities office Sogen Securities North Pacific 
Ltd. It now offers a complete range of banking and financial ac- 
tivities in Japan. 

Similarly, the group launched its market activities in Australia 
and Singapore, where two branches have been established — 
Sogen Securities Australia and Sogen Merchant in Singapore. In 
addition, Sogen Asia Hongkong extended its activities to the 
People's Republic of China and Taiwan. 
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Credit Aaricole 

The Credit Agricole group is by far France's largest commercial 
bank. In 1988, the Caisse Nationale du Credit Agricole — the 
bank's full name — was privatised after being purchased by the net- 
work of regional banks upon which it is based. No longer under 
state control, the bank is today master of its future and able to map 
its own strategy. 

Credit Agricole is progressively developing its presence in Asia 
and the Americas, and is extending its positions in Europe. 

Credit Agricole's specialised investment banking unit, Union 
d'Etudes et d'Investissements has continued its domestic and inter- 
national expansion. Of its five venture capital funds, five are located 
abroad, including Unihon Partners in Japan and the Korean Deve- 
lopment Investment Corp. 

In the major Asian financial centres, Credit Agricole has con- 
tinued the policy of extending its activities and offering a wider 
range of products and services in a highly competitive market. Its 
Tokyo representative office has assisted Japanese institutional in- 
vestors in acquiring French securities, bonds, T-bills and real estate 
— both in France and throughout Europe. The Hongkong branch 
has developed trade financing activities, especially with Chinese 
and Indian companies. Project financing linked to China's develop- 
ment plans has grown in importance, while private banking ac- 
tivities have also begun. In China, the Beijing representative office 
expanded its financing of Franco-Sino trade. 

Activites in Southeast Asia include the development of joint ven- 
tures, financing local companies, agribusiness projects, aircraft pur- 
chases and trade finance. The bank's network in Thailand, Singa- 
pore and Indonesia was strengthened. In India, Credit Agricole 
signed a representation agreement with India's leading merchant 
bank, Credit Capital. 

Credit Agricole is pursuing with determination and a high 
degree of success its two main international objectives: to be 
among the leading banks in the European "single market" from 
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1992 and to play a significant role in Asia, the US and the Pacific 
im. 


CIC 


The CIC group of banks was formed around the Credit Industriel 
et Commercial, founded in 1959, which became the Compagnie 
Financiere de CIC in 1984. Today, with a substantial European net- 
Work, it is preparing for 1992 while maintaining its position as an 
important international bank, with operations in New York, Lon- 
don and Singapore. 

In six years of operation CIC's Singapore branch has been 
able to profit from the region's growing domestic demand — par- 
ticularly in South Korea and Taiwan. Its subsidiary, CIC Futures 
Pte. Ltd., specialising in operations on the Singapore Monetary 
Exchange, has been able to offer its customers a broad choice of 
products, and in the second half of 1988 began profitable bond 


trading. 
Paribas 


The important, reprivatised investment bank Paribas, with long- 
established worldwide experience, continued to develop its opera- 
tions insthe Asia-Pacific region in 1988. 

Its Tokyo branch maintained a high level of profitability on ac- 
tivities linked mainly to commercial banking and capital market 
products. 

In Hongkong, the bank's results showed a marked improve- 
ment, largely because of exceptional operations. Paribas Asia not 
only preserved its strong position, but also developed its asset man- 
agement to include institutional and private third parties. 

Results from Seoul showed definite progress, while the Singa- 
pore branch and Paribas South East Asia expanded substantially. 
The Taipei branch affirmed its profit-making capacity, and the new 
commercial policy implemented in Australia through the bank's 
local unit began to bear fruit. € 








The Whole World Looks 
Better With Essilor 


lenses. We offer all types of 
treated lenses - tinted, 
photosensitive, anti-reflec- 
tive or hardened - as well 
as contact lenses, spectacle 
frames, optical instruments 
need to distribute our and intra-ocular implants. 
products throughout the The 12,000 people who 
world. work for Essilor are also 
Essilor is one of the world's special - they own a major 


From Hong Kong to Oslo, 
trom San Francisco to 
Madrid, we have built the 
factories, formed the thirty 
affiliates and trained the 
highly-skilled teams we 


leading suppliers of 
corrective lenses, each one 
individually forged to fit the 
wearer's view. We have 
enhanced the safety and 
convenience of eyeglass 
wearers by inventing the 
Essilor unbreakable plastic 
lens, today the world's best 
seller. We have helped 
presbyopic people see 
clearly from here to infinity 
thanks to Visa lenses, the 
latest in progressive 
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foremost ophthalmic optics 
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are honing their talents, 
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innovative solutions so that 
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grandparents - can say that 
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Asia through 
French glasses 


ssilor, France’s leading manufacturer of ophthalmic products, 

is no stranger to Asia. Over the past 10 years it has developed its 
business with growing success, thanks to a combination of local 
manufacture — in this case in the Philippines — with a dynamic distri- 
bution and customer service network. 

In September 1988, there was an unusual gathering at the Club 
Mediterranee’s resort village in Bali. Work and pleasure were com- 
bined in typically French style at a training seminar called “Progres- 
sive Asia.” It was organised for representatives and clients in the 
area to provide guidance to professionals, particularly, as those in 
the trade will have realised from its name, in the specialised field of 
“progressive lenses,” in which Essilor, with its Varilux brand, is a 
pioneer. 

Essilor seriously entered the Asian market in 1979, building an 
organic lens factory in the Philippines, about 40 km from Manila in 
the Bataan area. The motive behind this move was the realisation 
that the big Asian markets could be won only by manufacturing on 
the spot. Glasses throughout the area were sold cheaply and only a 
locally made product could be sold at a competitive price. Labour, 
access, the use of English — the region's dominant foreign lan- 
guage — made the Philippines an attractive location. 

"Our speciality in Asia is being there and providing the same 
level of quality which has made our success in Europe and America, 
while remaining competitive vis-à-vis our rivals," Pierre Sevaistre, 
area manager for the Far East and Oceania, said in an interview at 
the firm's head office in Creteil, near Paris. 

"Our factory in the Philippines makes the bulk market stuff, not 
the more sophisticated material which comes from our factories in 
France and the USA," Sevaistre said. Essilor's French factories are 
in the Paris area, the Meuse, Dijon and Chalon. In North America 
they are at St. Petersburg, Florida, in Puerto Rico and at 
Chihuahua, Mexico. 

"The Asian part of our business is small in overall sales. But it is 
the fastest-growing geographical sector," Sevaistre said, stressing 
Essilor' s success in adapting itself to Asian business methods and its 
introduction of surfacing facilities and vacuum coating units in In- 
Ronnie and Singapore, with another due to open soon in Thai- 
land. | 

Today, Essilor is well-established in the Far East, with a commer- 
cial strategy based on its regional headquarters, Essilor Far East Ltd. 
(EFEL) in Hongkong. It is now established in 10 countries; Austra- 
lia, South Korea, Hongkong, Indonesia, Japan, Malaysia, Philip- 
pines, Singapore, "Taiwan and Thailand — almost a record for a 
French company. 

In his statement on the firm's performance in 1988, Bernard 
Maitenaz, chairman and CEO, noted that Essilor was a company 
frequently cited for its visibility and high profile. Its sales in major 
markets around the world last year had grown by nearly 15%, with 
special success in Europe and the successful launch of the Essilor 
VMD (Varilux Multidesign) progressive lens. The construction of a 
plant at Manaus, in the Amazon region of Brazil, had continued the 
firm's strategy of local production. Sales networks were reinforced 
in Southeast Asia and in Japan, where Essilor sells frames under the 
Cartier brand name, and Asia is considered the market of the future. 

France's characteristic inventiveness and penchant for high 
technology is part of the Essilor story. In the field of ophthalmic op- 
tics, the role of technology is crucial. Essilor devotes 495 of its sales 
to an on-going R&D effort. Along with the VMD proaressive lens 
last year, came the Cristelle contact lense Essilor's specialised sub- 
sidiaries — Angeniéux (world leader in high precision optics, TV 
camera lenses etc), Domilens (ocular implants) and Dalloz (plastic 
lens technology) — also continued their technological develop- 
ment. 

athe company’s 1988 report noted: "By replacing bifocals with a 
single progressively corrected plane of vision, Varilux has im- 
proved the comfort and eyesight of literally millions of people suf- 
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fering from presbyopia [difficulty in accommodating the eye to near 
vision, a defect increasing with age]. The Varilux 1, introduced in 
1959, was a breakthrough product, representing a clear improve- 
ment over existing lenses; however, it contained imperfections to- 
wards the edge of the lenses. Varilux 2, introduced in 1971, hada 
different and more complex surface design based on advanced sci- 
entific measurements and extensive field testing. Subsequent 
studies by Essilor has indicated that the lens still requires improve- 
ment if it is to correct all far-sightedness: younger people ex- 
periencing relatively small visual differences in their perception of 
objects close by and further away and older people suffering great- 
er presbyopic variation. The [new] Essilor Varilux Multidesign line 
thus consists of 12 related lens types, each specifically designed for 
a different degree of far-sightedness.” 

General policy in the developing markets of Asia is for Essilor to 
buy out its distributors, becoming the 100% owner. This is the case 
in Thailand where Bangkok Optical Distribution (Thailand) Ltd. has 
become a wholly owned subsidiary. It will shortly inaugurate a vac- 
uum-coating unit. In Singapore, Essilor has a 60% majority holding 


-in Hilite Pte. Ltd. which has branches in Malaysia and Australia. In 


Indonesia, a branch has been set up with a local partner to conform 
with legislation barring foreign companies from investing directly in 
commercial firms. A similar situation in South Korea, where foreign 
companies may not hold more than 50% of the capital, led to the 
creation e a joint venture specialising in surfacing organic lenses in 


Strength through 
luxury 


he 70 members of the Comite Colbert, the core of France's 

luxury consumer industries, increased their gross turnover last 
year by 19% to Ffr 22 billion — with 70% of this total represented 
by exports — and provided a reliable barometer for the entire 
sector. 

Asia took 21.6% of this vast turnover, exceeded only by France 
itself (29.66%), and the rest of Europe (24.4%). 

For the first time for many years, all the different branches of the 
luxury trade have improved their performance. Exports have risen 
by 20% and the home market remained very healthy (up 13%). 
This excellent performance, reflecting the sustained vitality of all 
member firms of the Comite Colbert, is expected to continue during 
the current year. 

The challenge facing the members is to maintain the high level 
of quality and innovation, while speeding up the development of 
strategic foreign markets. 

“The results of 1988 should not conceal the reality of the market: 
international competition is intense, investments are becoming in- 
creasingly heavy. Our firms have to consolidate their image and 
strengthen their performance on markets where they are as yet in- 
sufficiently known and established,” the Comite’s latest annual re- 
port says. 

It points out that the nearly 22% of exports which go to Asian 
markets are a sign of the growing importance of the Far East and 
Pacific for the French luxury trade. But much still remains to be 
done — especially in the US, where this year has seen a special ef- 
fort in the form of an exhibition in New York in June accompanied 
by a fortnight of French functions in Madison Avenue and other 


central parts of the city. 
Decoration: 

Members: Bussiere Arts Graphiques, Charles, D. Porthault, De- 
lisle, Didier Aaron, Manuel Canovas, Pierre Frey, Souleiado. 

The sector, which grossed about US$73 million, is picking up 
after some erratic years. The French market “remains cluttered with 
many small, ineffective sales outlets which impede growth [while] 
tough competition abroad, stressing price rather than quality, is 
also a problem. With 40% of turnover coming from sales abroad, 
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Were a world-class player, one of the handful of top defense electronics groups worldwide. And market leader in 
a clutch of specialized product areas — worldwide. We also lead the way in cooperation by attaching the highest 
priority to teaming with scores of companies around the globe operating in related fields. 
Our reputation is built upon decades of experience in advanced electronics. We're very much a technology- 
led company. We compete successfully by staying on 
1 


We're a leader in our field. the nn edge, providing our customers with state-of- 


the-art solutions customized to meet their specific 


And it’s a pretty big field. requirements. 


Our international partners and customers 
appreciate our commitment, adaptability and expertise in areas as diverse as aerospace and air defense, undersea 
warfare and naval electronics, radiocommunications, C?l and electronic warfare, armaments, air traffic control, 
and simulation. 

Which is why our relationships with our clients and partners endure. They are based on mutual trust. And 
why sixty percent of our revenues from our activities is generated 
internationally. , 
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there is ample ground to win over potentially strong markets such 
as those of the Asia-Pacific zone or the United States, [where the re- 
lative weakness of the dollar in 1988 hurt French exports]." 


Arts of the table: 

Members: Baccarat, Daum, Lalique, Cristalleries de Saint- 
Louis, Christofle, Orfevrerie d'Ercuis, Puiforcat, Faienceries de 
Gien, Bernardaud, Coquet, Robert Haviland and C. Parlon. 

After two indifferent years activity has revived, with a gross turn- 
over of US$206 million. Exports increased by 7.8%, and there was 
marked progress in the Asian markets. 

Champagne, wine, cognac, gastronomy: 

Members: Champagne: Bollinger, Krug, Laurent-Perrier, Louis 
Roederer, Ruinar and Veuve Clicquot Ponsardin; Wine: Chateau 
Cheval Blanc, Chateau Lafite-Rotschild and Chateau d'Yquem; 
Cognac: Courvoisier and Remy Martin; Gastronomy: Hediard and 
Lenotre. 

Champagne has seen a 10% sales increase, and its export sales 
are now at 64% compared with 60% in the previous year. Wine, 
progressing slightly less than champagne is a major export, with 
80% of sales abroad. Cognac has the highest export ratio at 94%. 
Turnover for the sector totalled US$816 million. 


High fashion: 

Members: Chanel, Christian Dior, Givenchy, Guy Laroche, 
zeen Patou, Jeanne Lanvin, Nina Ricci, Pierre Balmain and Revil- 

on. 

"1988 saw member firms complete a difficult act, developing 
customer loyalty within two distinct segments of the market. In cat- 
ering for those who look for creativity in luxury goods as well as for 
those who prefer to buy a name off the rack, they have been re- 
warded with a substantial 20% increase in their turnover [US$337 


million]." 
Jewellery: 
Members: Boucheron, Breguet, Mauboussin, Mellerio dits Mel- 
ler, Van Cleef et Arpels. | 
"With a turnover of US$75.2 million, growth has skyrocketed to 
23% and the export trade is booming, accounting for nearly 80% 
of sales." 


Know your cognac... 


If ever I marry a wife, 
I'll marry a landlord's daughter, 
For then I may sit in the bar, 
And drink cold brandy and water. 


o Charles Lamb, the essayist, wrote early in the 19th cen- 

tury, high water mark of cognac consumption among the 
English. Today, Chinese and many other Asians share the Eng- 
lish writer’s taste for brandy and water. In China today the 
privileged treat their cognac rather like a table wine, watering it 
as an accompaniment to a many-course meal. Hence the mas- 
sive sales of cognac to China, mostly via Hongkong. l 

Asia is now one of the most important markets for this pro- 
duct of South West France, where the biggest problem for distil- 
lers and marketers is to restore enthusiasm for cognac among 
French consumers themselves. Asia, excluding Japan, in- 
creased its purchases of cognac from 1.4 million bottles is 1949 
to 13.5 million in 1986. Japan went from 0.2 million bottles to 
12.4 million in the same period. 

Sales, of course, depend on how much people actually 
drink, and these tlays of constant admonition to “consume with 
moderation” makes life more difficult for France’s distillers. 
Nowadays, most French gourmets shudder at the idea of water- 
ing a drink which they think should be sipped slowly in small 

,Quantities after a meal as an aid to digestion — and hence the 
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Hotels and restaurants: 

Members: Hotel le Bristol, Hotel de Crillon, Hotel George V, 
Hotel Plaza Athenee, Hotel Royal Evian. Restaurant Hotellerie 
Michel Guerard, Oustau de Baumaniere. 

A sector "convalescent" since 1986 because of the declining dol- 
lar and the fall-off in tourism. But 1988 was probably a turning 
point, with sales reaching US$128 million — up 8%. Asian visitors 
accounted for 8.15% of this. This year, the bicentenary of the Rev- 
olution, has seen a boom in tourism. 


Fashion and accessories, leather goods, luggage: 

Members: Hermes, La Chemise Lacoste, Leonard, Louis Vuit- 
ton, S. T. Dupont. 

"With a spectacular 39% growth increase this sector is one of the 
Comite Colbert's bestsellers [US$786 million]. Already in 1987 its 
growth had improved by an unexpected 27%. Dedicated to inno- 
vation, keen on invention and constantly looking for ways to im- 
prove the quality of their production and distribution channels, 
these are something of a case study. Especially when looking 
at their performances on far away markets — the Asia-Pacific zone 
accounted for 42% of sales [against 36% in the previous year].” 


es: 

Members: Caron, Chanel, Christian Dior, Givenchy, Guerlain, 
Hermes, Jean Patou, Lanvin, Nina Ricci, Revillon and Rochas. 

"With a hefty US$972 million turnover, perfumes are the flag- 
ship of the Comite Colbert. In 1988 they again showed a sizeable 
increase in sales [up 19.5%]. Growth was even more consistent on 
foreign markets, where it reached 21.6%.” 

Maurice Roger, chairman and CEO of Parfums Christian Dior, 
commented on the observation, occasionally made by some 
French exporters in other fields, that the importance of luxury con- 
sumer goods tended to give the country an old-fashioned look. He 
recalled this was a famous boutade by the late president Pompidou 
in the aftermath of the de Gaulle era — when France laid heavy 
stress on advanced technology, aviation, nuclear power and other 
big projects — in order to show the world the country had its own 
advanced scientific and technical base. It was a way of getting rid of 
the somewhat narrow, traditional image of French prestige — of 
France as the land of perfume and champagne. Fortunately France 
preserved this highly lucrative side of its genius. € 


term digestif applied to c c, armagnac and all the other 
delicious drinks swallowed after gastronomic meals in France. 
This is no comfort to the men of Cognac, who are frantically 
inventing ways to encourage greater home consumption of their 
product — splashed into champagne as a cocktail, or drunk with 
sparkling water, preferably Perrier, as an aperitif, for example. 


A book for the connoisseur 

You may not need converting; you may already be a *cog- 
nac-soda'" fan, like those who haunted the bars of former French 
Indochina. You will surely, however you like your cognac, enjoy 
reading about it in an excellent illustrated study by Nicholas 
Faith, author of several books on the wines and wine-trade of 
Bordeaux. 

In his book, simply titled *Cognac" (published in London in 
1986 by Hamish Hamilton and in Paris in French by Flammar- 
ion in 1987), Faith brings his scholarship and enthusiasm to bear 
on Cognac the place and cognac the drink in all its manifesta- 
js — from the grape to the bottle via the distiller and the mer- 

ant. 

And if you want details of the over 200 negociants in the Cog- 
nac region, Faith will be your guide to the famous houses, many 
of whose names and escutcheons figure so frequently on the ad- 
vertisement pages of the REVIEW; Camus, Courvoisier, Dela- 
main, Hennessy, Hine (pronounced in the English way after its 
founder Thomas Hine who set up at Jarnac in the 18th century) 
MartelleOtard, Remy Martin . . . 
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"EVEN MY DOG'S SHARP TEETH “TODAY'S THEATRE WORK IS 


CAN'T DAMAGE MY BALL” SO MUCH EASIER” "WE VE GOT CLEAN, SAFE WATER" 





"QUALITY PRODUCTS "SAFETY, COMFORT, ; " 
MAKE BETTER BUILDINGS” RELIABILITY THAT'S WHAT | GET” THE YIELD IS BETTER THAN I'D EXPECTED 
True! Today’s innovators are very clever many parts of our lives such as agriculture, 
and ATOCHEM is here to help them with building, cars and trucks, food, health, sport 
their chemicals and plastics. and water treatment to name just a few. 
ATOCHEM can help them to develop ATOCHEM has research centres, pilot 
new safer and efficient products to meet the and production plants which work as close 
needs of everyday life and modern technology. partners with designers and producers. Close 
Plastics and chemicals from ATOCHEM collaboration ensures success and opens up 
contribute to the continuing development of new avenues for our brilliant inventors. 
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both carry the same weight with us. 


Fly on our engines, we'll back you 100%. 
That's a promise you can count on whether 
you've got a fleet of one or a thousand, 
no matter if you're an old customer or new. 

sounds like the same old blue sky? 
Ask anyone operating GE Aircraft Engines. 
And ask the tough questions. 

Whose ‘Technical Representatives are 
always there to provide total support and 
the right advice? 

What company's global parts system 
works so fast that anything from a pump to a 
complete engine can be delivered anywhere 
in the world in 24 hours or less? 

And which family of commercial aircraft 
engines has continuously raised the industry's 
expectations for dispatch reliability and 

operational economy? 

They'll tell you it’s GE Aircraft Engines. 
Because whether they are large or small, 
they know nobody carries more weight with 


us than our customers. 
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BEFORE THE 13 OCTOBER Wall Street collapse, many bourses, and the 
. Capital International world index, had been flirting with record 
highs. But it was all rather tentative with bullish forward pushes fol- 
. lowed by nervous glances at a rear view mirror focused on October 
_ 1987. Whatever else 13 October and its aftermath in world markets 
. may do, it will further delay the restoration in stockmarkets of small 
- investors’ confidence, which had still not recovered from 1987. 
Meanwhile, currency movements continue to drive many stock- 
markets, while many players seem to prefer to punt in the volatile 
..— Thus the late September rebound of the yen against the US dol- 
. lar was one of two factors posue Ne Nikkei index to an all-time 
high of 35,689 on 28 September 34,400 in mid-monjh. The 
. other factor was asset value massaging for the end-September half- 
. year accounts. But much of the advance was lost over the follow- 






- 


~ Anervous glance backwards 


ing two weeks and the rest in the aftermath of Wall Street's slump. 
Among Asian markets, Hongkong had continued its post-4 June 
despite some bumpy politics and, but for the 13 October 
setback, would probably have seen further gains as institutional 
money looks for underperformers. Malaysia and Singapore can no 
count themselves in the und ers' league with gai 


- of nearly 3% in a month and 40% over 12 months. Profit-taking 


more apparent in Thailand, though a lot of foreign money is still 
awaiting investment. 
Taiwan moved erratically and without any firm direction until its 


inherent vulnerability was in the wake of Wall Street. The 
Philippines quickly recovered from jitters after Marcos' death and 
problems over the privatisation to put on 10% in a mat- 
ter of days and reach an all-time on 13 October. 


In Europe, West Germany had shrugged off a one percentage 


Traders create more ways to buy into Hongkong's blue chips 





OVERED WARRANT PACKAGES are 

new to Hongkong, with the only 

example being the mainland 

China-owned Bank of Communi- 
cations' rather desultory issue of warrants 
carrying rights to purchase Hongkong Tele- 
com shares. Now covered warrants — the 
issue of warrants on one company's shares 
by another company — could become the 
newest fad in the,region's securities mar- 
kets. 

The London arm of Salomon Brothers, 
the US investment bank, got the ball rolling 
with the sale in late September of 43 
million warrants on equity of the 
Hongkong and Shanghai Banking 
Corp., the territory's bluest chip. It 
followed this in early October with a 
similar offer of HK$62.5 million 
(US$8 million) worth of three-year 
warrants on Hongkong Telecom- 
munications. These warrants, how- 
ever, are not listed locally. 

However, three more institutions 
— Bankers Trust, Standard Char- 
tered and Hoare Govett — are keen 
on marketing and listing such issues 
in Hongkong. Underlying their ap- 
peal is the paucity of warrant issues 
exercisable on stock of the territory's 
blue chips, as well as a lack of liquid- 
ity and expensive pricing of existing 
warrant issues. 


By Christopher Marchand in Hongkong 


Warrants can be a cheap way of buying a 
company's equity, though they carry no di- 
vidends. But most people buy warrants less 
with a view to picking up cheap shares, but 
rather because they offer the holder a highly 
volatile but potentially profitable ride along 
the way. As a geared play on the equity, 
warrant volatility is much greater than the 
underlying share. They will usually outper- 
form the stock in a bull market — but the 
downside risk is also greater. 

Warrants are either "in the money" or 
"out of the money." At the moment most 





FAR EASTERN ECONOMIC REVIEW 


Warranted attention 


Hongkong warrant issues are "out of the 
money" — they give rights to buy shares at a 
strike price higher than those shares are cur- 
rently trading. Conversely, warrants giving 
a right to buy shares at below prevailing 
market prices are said to be "in the money." 
Singapore warrants are mostly in the 
money. 

Hongkong warrants are out of the 
money mainly because most were issued in 
the 1987 bull market. So, since the re-rating 
of the Hongkong market provoked by the 
Peking turmoil, there appears to be plenty of 
scope to sell a new wave of attrac- 
tively priced warrants on Hong- 
kong’s blue chips like Swire Pacific, 
Cathay Pacific and Cheung Kong. 

Salomons, for its part, set the 
exercise price of its warrants on 
Hongkong Bank equity at HK$6.40 a 
share. That compares with the bank's 
current share price of HK$6.35. The 
warrants were sold at HK$1.32, a 
hefty 20.6% premium to their exer- 
cise price, and have a life of two years 
to expiry. 

The fact that Hongkong Bank 
shares are low beta stock — being 
less prone to sharp price swings, 
hence even sharper warrant price 
gains or losses — reduces the war- 
rants’ appeal. But those who expect 
that the bank’s share price will rise to 


26 OCTOBER 1989 


point interest-rate rise, and Paris had remained strong, its 45% gain 
over 12 months making it one of the year's star performers. But even 
before 13 October London was shaken as fundamentals overtook 
sterling, which fell below DM 3:£1. Britain appeared to face either a 
recession induced by high interest rates, or a dose of inflation and 
further currency weakness. Australia's currency, on the other hand, 
proved surprisingly resilient, as was its stockmarket. 

Some of the more interesting action of the month was in the 
esoteric world of closed-end, single-country funds. Japanese buying 
interest sent the Spain fund to a premium of more than 100% of net 
asset value — a ludicrous performance given that the Spanish mar- 
ket is open to direct foreign investment, and suggesting that no one 
knows better than Japanese institutions how to waste clients money 
on fads. The Spanish rocket took others with it — the Thai Fund to a 
40% premium, Malaysia to 12% and even West Germany to 27%. 
These are all open markets for which investors do not need to pay a 
premium. Indeed for non-US citizens they have tax drawbacks. 

Funds invested in closed markets had a mixed showing: India 
went to a 40% premium, South Korea to 119%, and the newly 
launched Chile fund to 25%. Meanwhile, Taiwan traded at a 10% 
discount and Brazil at 40%. Country funds generally fell more than 
the average in the wake of 13 October. 





another collapse by coffee. There was some bottom-fishing apparent 
in precious metals, but scant sign of renewed enthusiasm. Dollar 
bonds traded in a narrow range but yen, Deutschemark and sterling 


Commodities remained dull apart from volatile copper, and 


reflect its true asset value in a merger with 
Britain's Midland Bank would have to con- 
sider buying them. 

However, Salomons' warrant issue was 
unusual in that the investment bank bought 
the underlying shares. This eliminates Salo- 
mons’ risk in having to buy stock at higher 
than exercise prices when investors present 
their warrants for conversion. 

But it leaves Salomons exposed if the 
bank's share price drops 20% below the 
value at which the shares were bought, 
thought by the market to be around 
HK$5.90-6.20 a share. (The 20% margin 
arises from selling the warrants at a pre- 
mium.) 

The fact that Salomon did buy the bank's 
stock shows that other, more accepted 
forms of issuing covered warrants could not 
be used in this case. This could hinder cover- 
ed warrant issues in the region. 


sually, the covered warrant issuer 

hedges his risk by buying call op- 

tions written on the underlying 

stock. The warrants' exercise price 
is related to the call option price. The issuer, 
usually an investment bank, simply uses the 
call options to buy shares to redeem war- 
rants that are exercised. 

Essentially, the investment bank is acting 
as an intermediary between investors who 
are motivated by differing interests, or who 
hold contrary market views. Investors who 
reckon that the market will rise strongly will 
buy the warrants as a geared play on stock 


An issuer of call options usually writes 
these on stock he holds, earning a fee for the 
service. Call option writers are essentially 
selling anticipated future income from 
shares' capital gains. They prefer to get the 
cash up-front, rather than wait for the shares 
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to rise. Should the market plunge, however, 
the call option is unlikely to be exercised, 
and the institution hangs on to its stock. 

Few holders of covered warrants will 
hold them until conversion. Rather, they are 
likely to trade them in the secondary market 
to make money. The warrants acquire a 
trading life of their own. Their exercise is 
normally left to specialist investors at the 
end of the warrants' life. The investment 
bank's cut comes from issuing the covered 
warrants at a premium. 

Covered warrants have been widely 
used in Europe for some three years, nota- 
bly in Switzerland, where Swiss franc-de- 
nominated issues of Japanese equity war- 
rants have proved popular, as have plays on 
blue-chip British stocks. But their success 
depends on European institutions being 
willing participants. At this stage, it is un- 
clear that Asian institutions have the interest 
or expertise to write the crucial call options. 

Hence the search for alternative methods 
of issuing covered warrants. A basket of 
index stocks can be hedged on the futures 
market, but things are not so easy as far as 
individual stocks are concerned. Another 
choice could be to follow Singapore's exam- 
ple of bond/loan stock issues coupled to de- 
tachable warrants, though cash-rich Hong- 
kong companies have largely resisted the 
idea until now. 

Singapore companies have refinanced 
debt by issuing low couponed loan stock, 
and throwing in warrants as a sweetener. 
The latest step is that companies no longer 
give away the warrants, but sell them to a 
bank or seeurities firm which offers them 
preferentially at a price to shareholders. This 
has proved unpopular as the sweetener is 
reduced. Suth, however, is their appeal that 
the region could see an upsurge in covered 
warrant issues. a 
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weakened on interest-rate developments. 


u Philip Bowring 


SOUTH KOREA 


Steel paper 
float 


By Mark Clifford in Seoul 


OREIGN INVESTORS WILL soon have a 
little more South Korean paper to 
trade, with the expected listing in 
November of Sammi Steel's bonds with 
warrants. The deal is the first new South Ko- 
rean issue in the international market since 
Saehan Media’s convertible bond last Oc- 
tober. It is also the first debt to carry equity 
warrants from a South Korean company, 
and thus the first company issue with poten- 
tial appeal to retail investors. 

Brokers hope a lively market for Sammi's 
warrants will develop, much as it did with 
Japanese warrants. The bonds will be de- 
tached and placed with long-term holders 
almost immediately after the issue is floated. 
Previous South Korean issues have been 
convertible bonds (CBs). Each bond carried a 
face value of US$5,000, which puts them out 
of the reach of most individual investors. 
The warrants are also likely to be more vol- 
atile than the outstanding CBs, which may 
enhance their trading appeal. 

The US$50 million five-year issue carries 
warrants on non-voting Sammi stock. Once 
stripped out, the warrants are expected to 

e at a premium of 120-140% above the 
current share price, according to analysts in 
Seoul. The issue is structured with the 
bonds carrying a 1.5-1.75% coupon and the 
warrants with a 70-8075 premiurh over the 
common. 

The deal is expected to close on 9 Nov- 
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perspective. 








Hong Kong, London and Shanghai since 1865. 
Japan since 1866. San Francisco since 1875. 
New York since 1880. The HongkongBank 
group's experience in the markets of the world 
extends over a century. Its member companies, 
too, have long and distinguished histories in 
their respective markets: James Capel in the 
UK, Marine Midland Bank in the USA, and 
The British Bank of the Middle East throughout 
the Middle East. 


This means that through any of our 1,300 
offices in 50 countries, you can get access to 
advice from people immersed in those markets. 


For more information, contact your nearest 
office of the HongkongBank group. 


Intimate local knowledge. Global perspective. 
A management structure which produces fast 
decisions. That's our strength. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middle East « HongkongBank 
of Australia e Hongkong Bank of Canada 


Wardley « James Capel e CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1989 
EXCEED US$124 BILLION 
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ember, with Merrill Lynch International and 
Dongsuh Securities as lead managers. Trad- 
ing will be done on the Euromarket, as it is 
with the existing CBs. 

Market reception for the issue is expected 
to be substantially better than for the Saehan 
Media issue last year. Sammi is regarded as 
one of South Korea's better-managed com- 
panies and boasts good financials. More- 
over, with only about US$2.2 billion of 
South Korean equity-related instruments in 
the international market — and demand re- 
maining strong — the pricing should be little 
problem. The five existing South Korean CBs 
were trading at premiums of between 13576 
and 193% in early October. 

A more severe test of the international 
market's appetite for South Korean paper 


REPORTI 


will occur in the next six months, as several 
other issuers are expected to receive Minis- 
try of Finance approval to issue bonds with 
warrants. 

Next year is expected to be the last that 
South Korean issuers on the international 
market can expect to enjoy large premiums. 
With direct foreign investment in South Ko- 
rean equities scheduled to begin in 1992, 
there will be little reason to pay a premium 
to get into the market. 

Sammi Steel is the flagship company 
of a mid-sized South Korean industrial 
group, with annual sales of about US$1.3 
billion. A little more than half its turnover 
now comes from the specialty steels unit. 
The company's domestic focus is on the 
rapidly growing car industry, which is a 
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Eastern promise 


By James Bartholomew in Istanbul 


HE TURKISH STOCKMARKET is not so 

much "emerging" as busting out. So 

far this year, it has stormed up 37076 
and is still heading higher. The so-called 
"sick man of Europe" has jumped out of bed 
and done a pole-vault. 

The immediate cause of this rise appears 
to be lax control of the money supply com- 
bined, since 11 August, with complete free- 
dom for foreigners to buy and sell shares. 
On the fundamentals side, shares at the be- 
ginning of the year were absurdly cheap and 
even after the amazing surge, they are not 
expensive by international standards. 

That is why foreign investors have been 
prepared to buy even at these higher levels. 
In fact, officials at the Istanbul Stock Ex- 
change believe purchases and sales by for- 
eigners have accounted for over 20% of turn- 
over recently. Other observers believe for- 
eigners account for as much as a third of 
turnover. 

Turkey is like many emerging markets in 
that the stockmarket valuations of indi- 
vidual companies are not based on detailed 
research. Henri van't Hoff of the Ottoman 
Bank says many local people think a com- 
pany's shares are cheap just because its 
share price is lower than that of another 
company. They do not have the sophistica- 
tion to compare the share price with the 
earnings per share. 

At Turk Merchant Bank, Birgul Tepe- 
koylu says Turkish investors have been buy- 
ing shares because'the alternatives have 
been unappealing. Foreign currencies have 
not gained much against the Turkish lira so 
far this year, gold has been dull and interest 
ratgs on fixed deposits have been low com- 
pared to inflation. So shares have been the 
best game in town. This sounds like a classic 


case of a market going up because it is going 
up, but there is a more solid economic story 
in the background. 

Ever since the rule of Ataturk in the 1920s 
and 1930s, Turkey has had a great deal of 
state control. Now, however, Turkish politi- 
cians generally accept that a freer market 
economy will help Turkey develop. 

Turkey is the poorest member per capita 
among the OECD countries — the rich na- 
tions "club" — yet it has a long history of 
commerce. All it has to do is unleash some 
capitalist enterprise and it could grow at a 
rate that would be respectable even in East 
Asia. 

Changes are gradually being made, amid 
some controversy. Part of the process was 
the reopening of the stockmarket in 1986. 
Foreign investment in this market has been 
gradually made easier, and on 11 August it 
was decreed that foreigners would be free to 
remit all proceeds of share sales out of Tur- 
key — removing a major impediment to in- 
vesting freely in the country. 

But is it still worth buying shares in Tur- 
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major user of the company's stainless steel, ` 

Sammi will use the money it raises to 
help finance its US$200 million acquisition of 
three North American specialist steel units. 
The acquisition of Rio Algom's specialty - 
metals operations is the largest overseas 
purchase by a South Korean corporation, 
and will make Sammi one of the world's 
leading stainless steel manufacturers. The 
foothold in Canada and the US, where the 
companies are located, should also provide 
Sammi with access to cheaper raw materials 
and more advanced technology. 

The purchase will also give Sammi better 
access to the US market. Shipments to the 
US have been limited by "voluntary" re- 
straint agreements, which the Bush ad- 
minstration recently extended. " 


key, or is the market approaching its peak? 
There are two forces which may pull the 
market in opposite directions. The first is a 
possible rise in interest rates after the immi- 
nent presidential election. Interest rates ap- 
pear to have been kept low this year because 
of local, and now presidential, elections. As 
in other countries, politicians like to face the 
electorate with a buoyant economy. 

However, once the presidential election 
is out of the way, the government may raise 
interest rates and squeeze the money supply 
— which certainly needs squeezing since in- 
flation is running at 75%. At present, real in- 
terest rates are negative at only about 43% 
for one-month deposits. If they rose to be- 
come positive, local investors could flee the 
stockmarket and prices could fall as fast as 
they have risen. 

The second main force is the foreign in- 
vestor. Even professional investors are, in 
many cases, only now discovering the Tur- 
kish market. On the basis of "better late than 
miss it altogether," a continuing heavy in- 
flow of international money could see Tur- 
key move still higher. 

For those who choose to buy, it may be 
prudent to select shares which are relatively 
liquid. According to van't Hoff, earlier this 
year as little as US$50,000 could move the 
price of even the most traded shares. Total 
market turnover of US$2 million was consi- 
dered a good day. The larger, relatively well- 
traded companies include Eregli Demir 
Celik (iron and steel) currently TL75,000 
(US$33.70) per share, Cukurova Elektrik 
(utility) TL15,500, Arcelik (household 


5 appliances) TL9,250, Brisa’ (tyres) TL7,100 


and Bagfas (fertilisers) TL5,700. 

Analysis of even these leaders is very 
thin, and while all of them are regarded by 
van't Hoff as “good companies,” there is no 

tee they are well valued in relation to 
each other and to the market generally. Ar- 
celik is among the companies which may 
suffer through the reduction in import tariffs 
— amove that would benefit Turkey, but be 
bad for those companies which have basked 
in the protection of high import duties. m 
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;PING-ASTRIDE WITH THE TIMES 


~ 


In days gone by, airline tickets were issued manually; a tedious, time- - 
consuming affair. Today, we've revolutionised the process. Our 
computerised reservation and ticketing system is on a par with that of the 
world's leading airlines, allowing us to make your international reservations, 
confirmations and connections with just a keystroke. 


Hi-tech ticketing by gracious, attentive counter staff now ensuies that all 
your travel arrangements are efficiently made in minimal time. 
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the textile indus 
the yard. 


Whether you're in textiles 
or trucking, developing infor- 
mation systems which truly con- 
tribute to your company's 
success often requires software 
solutions tailored to the unique 
requirements of your business. 
Or, at the very least, making 
some major modifications to 
existing “off the shelf" or “third 
party" programs. 

Our commitment to widely 
accepted, open industry stan- 
dards frees our customer to 
choose the information system 
that can do the job best. 

And, our commitment to add- 
ing value through state-of-the- 
art development tools is what 
makes us confident that an NCR 
product can fit the bill. 

Our objective is to facilitate 


either custom software develop- 


try 


ment or the modification of 
available applications. That is 
why we build in a wide range of 
database management systems, 
development tools, networking 
products and fourth generation 
languages. They free you to con- 
centrate your talents on getting 
the result you need. 

And we make these commit- 
ments not just because we know 


we're competitive. But because 


we know you are too. 
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Warming to Chile 


By Philip Bowring 


RE FUND  PROMOTERS 
A sss up to the fact 

that the Pacific Basin has 
an eastern as well as a western 
seaboard? 

One of the largest slices of 
Pacific coastline belongs to 
Chile. Alan Bond, whose 
Hongkong-based Bond Corp. 
International Ltd paid HK$2.3 
billion (US$294.9 million) in 
1987 for a stake in Chile's na- 
tional telephone company, was 
the first high-profile Western 
Pacific investor to spot a Latin 
opportunity. 

It did not exactly endear him 
to Hongkongs suspicious, 

ial investors. But Latin 
America does have advocates 
who are keen to find a way into 
those markets other than through Bond's 
convoluted empire. 

The September launch of the New York- 
quoted Chile Fund gives smaller investors 
the chance to get into a Latin American mar- 
ket where the average p/e is about five. 

This puts Chile into the same lowly 
league that Thailand and Taiwan were in 
until just five years ago. There are doubtless 

reasons for such ratings in a country 
over-dependent on copper exports, with a 
history of political repression and extremism 
on Left and Right, and forever battling the 
Latin scourge — inflation. But the time for a 
re-rating may be nigh. 

Reception of the Chile Fund suggests 
outside perceptions of the country are be- 
ginning to change. Other Latin funds 
launched on the New York market have all 
gone to,a discount soon after trading has 
started. The Brazil Fund, launched in 1988, 
stands at a discount of about 40%. But Chile 
has so far maintained a premium in the 10- 
20% range. 

Other Chile funds are believed to be 
in the planning stage. They are in fact the 
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only practical way of investing in Chile 
for all but the very big players. Although 
there are relatively few restrictions on for- 
eign ownership of Chilean assets, foreign- 
exchange restrictions are rather more oner- 
ous. 

Investments must normally be held for 
five years before capital can be repatriated. 
Quoted closed-end funds thus provide an 
avenue of liquidity in foreign-currency 
terms which is not otherwise available. The 
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funds themselves are able to remit di- 
vidends, interest and capital gains subject to 
10% withholding tax. 

The Chilean stockmarket itself is rather 
small and volatile. Although market capitali- 
sation is about US$7 billion — not far short 
of Thailand's — most companies are tightly 

held and turnover is nearer the 
2 level of Manila than Bangkok. 
: In 1988, it was only 9% of capi- 

talisation. Other drawbacks 
include the fact that the effi- 
cient, low-cost copper indus- 
try is largely in government 
hands. 


But politics may be less of a 
hazard in the future if Chile, a 
nation of 13 million people, can 
manage a smooth transition 
from Gen. Pinochet's authorita- 
rian rule to a middle-of-the- 
road democratically elected 
government enjoying broad 
support. Elections are due in 
December. 

Chile is a very urbanised 
economy, with a substantial 
educated middle class and a 

capita income that is a bit 
under Malaysia’s but a lot higher than Thai- 
land’s. GDP growth has averaged 6% since 
1985, inflation has been in the 12-25% range, 
low by Latin American standards. It is now 
near the bottom of the range. The current- 
account deficit has been at a manageable 
average of US$1 billion a year for the past 
four years. 

So for all the pitfalls, Chile could be a bet- 
ter punt than some of the other risk assets 
around the Pacific Rim. © 





CURRENCIES 


Interesting times 


By Anthony Rowley in London 

HE WORLD'S four major currencies — 
T the US dollar, sterling, Deutsche- 

mark and the yen — are on a roller- 
coaster ride to nowhere. Wild swings in ex- 
change rates spell opportunities for invest- 
ors in the short term, but ultimately the need 
is for some stabilising reform in the interna- 





' tional monetary system. 


The past few weeks have shown just 
how ineffective central bank intervention in 
the foreign-exchange markets can be. 
Neither the dollar nor the pound has re- 
sponded in anything but the shortest term 
to interventionist attempts jo push one 
down and prop the other up. 

Interest rates have had to be deployed 
yet again, though clearly all ventral banks 
are losing their appetite for any kind of co- 
ordinated interest-rate strategy which is 
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at odds with their domestic economic 
priorities. 

The Group of Seven (G-7) leading indus- 
trial countries is in disarray over what to do 
about interest and exchange rates, and the 
foreign-exchange markets know this is a 
sure recipe for uncertainty — and even dis- 
aster — if it continues too long. 

Where does all this leave investors? Ini- 
tially with the opportunity to make poten- 
tially large exchange gains; but looking fur- 
ther ahead it implies a need for a radical re- 
think of investment strategy. 

There is consensus among London ana- 
lysts that the pound remains highly vulnera- 
ble, despite the one point rise to 15% in base 
rates on 5 October. Confidence in Chancel- 
lor Nigel Lawson's ability to prevent a sterl- 
ing crisis is fast eroding, and the foreign-ex- 
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change markets are also scenting a 
possible political crisis. 

If the pound is headed down- 
wards in the short to medium term, 
the US dollar could be in for a time 
of relative strength against the 
Deutschemark and the yen, as well 
as sterling. 

Relative dollar strength would 
support prices in the US Treasury 
market, and the strong investment 
flows into the dollar suggest that Ja- 
panese investors are increasingly 
moving into dollar securities because 
of the relative unattractiveness of 
their own markets. 

Unemployment figures issued 
early in October indicated that the US 
economy may be less strong than the 
market had believed, though these 
figures alone were thought unlikely 
to prompt any easing of US mone- 

licy and lowering of interest 
rates that could undermine the dol- 
lar. 

What happens to the dollar next 
year once the Federal Reserve senses a new 
bout of overheating and resurgent inflation 
in the US economy is another matter. Mean- 
while, it remains an attractive hedge cur- 
rency and one which forex dealers are only 
too happy to be bullish about, given the size 
and liquidity of the dollar markets. 

The half a percentage point rise in 
Japan's discount rate on 11 October had al- 
ready been discounted by foreign-exchange 
markets, and did nothing to ease upward 
pressure on the dollar. 

The Japanese authorities have shown re- 
luctance to follow the European trend to- 





“US dollar against £ 


wards significantly higher rates. Unless and 
until they do, the yen remains vulnerable — 
though it seems unlikely that the Bank of 
Japan would be prepared to countenance 
imported inflation through a much lower 
yen. 

Whatever Tokyo does, though, is more 
likely to influence the yen-dollar rate than 
the yen-Deutschemark rate. Meanwhile, the 
Deutschemark looks an attractive currency, 
not least for the 5% real yield which the 8% 
Lombard rate implies over underlying infla- 
tion of around 3%. 

This makes the German bond market 
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By Paul Handley in Bangkok 


ESPITE SOME UNCOMFORTABLY high 
ple ratios, the short-lived late 
September correction at the Sec- 
urities Exchange of Thailand (set) showed 
that interest in the market still burns 
strongly. Another indicator is that Thai- 
dedicated mutual funds listed abroad are 
trading at good premiums to net asset value 
(NAV). The New York-listed Thai Fund Inc. 
was at a 40% premium at the beginning of 
October. 

Furthermore, the Thai authorities have 
approved three more foreign funds, worth 
US$150 million, which like most of the exist- 
ing ones, will invest through the state-con- 
trolled Mutual Fund Co. (MFC). This means 
they can buy the less scarce locally registered 
st&cks., These new funds will also probably 
rise swiftly to a premium. 
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The local solution 


If this makes an investor uncomfortable, 
there is another way to be more certain of 
underlying value. That is to invest in 
MEC’s four locally listed, baht-denominated 
mutual funds. These closed-end funds, con- 





Locally listed funds 
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more attractive than the British gilts 
market, and if analysts are correct in 
thinking that interest rates in Europe 
have now peaked — whereas they 
very probably have not in Britain — 
then other Continental bond mar- 
kets, such as France's, also look at- 
tractive. 

A possible realignment of the 
European Monetary System curren- 
cies — which broker James Capel for 
one expects to happen next year 
— would very likely see the 
Deutschemark revalued and the 
French franc probably unchanged, 
with others like the Italian lira and the 
Danish krona being devalued. 

All told, there seems plenty of 
scope for chasing more short-term 
currency profits (via the dollar and 
the Deutschemark), either through 
direct purchases or through one of 
the numerous currency funds now 
available, among which the Guin- 
ness Flight managed currency fund 
has an especially good track record. 

But all this currency volatility must end in 
tears somewhere along the line. The failure 
of concerted intervention, and the signs at 
the recent G-7 meeting in Washington that 
macro-economic policy coordination (as dis- 
tinct from surveillance) is still a long way off, 
means that something has to give. 

If exchange controls are no longer feasi- 
ble, then some move towards controlling 
liquidity on a global basis, seems inevitable. 
The idea of linking principal currencies to 
some form of numeraire — if not gold then 
a basket of commodities — is likely to be re- 
vived at some point. u 


sistently cross the market at a discount to 
NAV, are very liquid, and have no restric- 
tions on foreign shareholding. Conserva- 
tively managed — some would say overly so 
— the four offer exposure to all market sec- 
tors. Unlike some of the foreign funds, they 
regularly get access to new issues, which in 
this market are usually priced to ensure 
significant immediate profits. 

The funds operate from large capital 
bases, and have a diversified group of share- 
holders. According to MFC, foreign interest 
is strong and growing. Foreign institutions 
are the largest shareholders in all the funds. 
Foreigners have fully 50% of Sinpinyo 5 
(SF5), 43% of Ruam Pattana (RPF), 35% of Sin- 
pinyo 4 (SF4), and 16.3% of Sub Tawee 2 
(sw2). They have only taken up 4% of the 
recently subscribed Baht 1 billion (US$38.8 
million) Thanaphum Fund, which is not yet 
listed. Altogether, there are 133 foreign in- 
stitutions and 213 foreign individuals with 
shareholdings in the four listed and one un- 
listed MFC baht funds. 

With heavy daily turnover, their prices 
are not easily manipulated. There are a 
number of Thai punters who expressly play | 
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UTRAGE 


Burma’s struggle for democracy 
by Bertil Lintner 


In March of 1988, 14 months before the recent struggle for 
democracy in China, there began in Burma a nationwide move- 
ment for greater freedom, a better way of life and the removal of 
its oppressive marxist government. 









Burma’s struggle 

tor democracy 2 
As with the more recent demonstrations in China, Burma's too 
was begun by students and grew to include the general public: 
and as it did in China, the Burmese movement ended in 
bloodshed and slaughter of the people. 


In OUTRAGE, Bertil Lintner captures the very essence and 
spirit of the Burmese fight for democracy. As you read his de- 
tailed, chronological report of events as they occurred, you will 
share the exhilaration, anxiety and eventually the terror experi- 
enced by the Burmese people. 


Outrage is compelling reading for anyone with an interest in 
" Asia and in the grassroots movement of Asians towards more 
py Bertil Lintn® democratic forms of government. 
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them, based on computer estimates of NAV. 

In fact, NAV estimates are the funds' 
drawback. MFC only puts them out once a 
month, usually eight days into the month 
for the final day of the preceding month. 
Some say this is why the funds sell at a dis- 
count to NAV. Discounts calculated by brok- 
ers Securities One at mid-year were 16.595 
for SF4, 17.5% for SF5, 7.7% for RPF and 18.5% 
for ST2. By end-September they had les- 
sened only slightly. Their estimates differ 
slightly from MFC's, due to its use of market 
valuations for new issues rather than record- 
ing them at cost as MFC does.) 

Another important reason for the dis- 
count, points out one MFC fund manager, is 
that they have no market makers for the 
funds — there is nobody to support a sag- 
ging price, unlike with many of the other 
listed counters. MFC officials say they are try- 
ing to work out a solution for this problem. 

The sw2 fund recycles dividends — the 
others make annual payouts. This probably 
explains why Sw2 is more volatile, and has 
deen able to outperform the sET index 
slightly, while the others have not. 

For the three that pay dividends, the 
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most recent payments were 5-5.8%, the 
highest being made by sra. This is signifi- 
cantly higher than market yield of 3%. 

The funds are generally similar in sec- 
toral weighting, and follow the market's ba- 
lance, though all are heavier in construction 
materials and lighter in banking. However, 
individual holdings within a sector can differ 
sharply. 

Yet the funds' performances usually 
track the SET index, which would probably 
be difficult for the well-diversified but rela- 
tively small investor to improve upon. The 
patient investor could reap the benefits 
when the fund expires, and short-term pro- 
fit hunters will force the gap between NAV 
and market price to close. But that could be 
many years. 

So the big question is, could the gap close 
before that? W. I. Carr set a buy recommen- 
dation for SF4 in early October based on it 
having a greater discount than'the others. 
Also, generally greater interest from around 
the country and abroad could move up the 
market valuations, especially as long as 
there is a scrip shortage. 

But W. I. Carrs research chief in 
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Prime time 


By Jonathan Burton in New York 


HE RECENT PERFORMANCE of US stocks 

has left investors without a clear di- 

rection. Some shareholders will take 
»rofits and move into safer territory. But for 
thers, Wall Street offers good buying 
pportunities. Timing is crucial. Unfortu- 
iately, it is never exact. 

Rather than miss out on a stock rise, it 
5 possible to get limited upside potential 
n blue-chip companies and a built-in shield 
gainst a market downturn. These conser- 
ative plays, called "primes," are a type 
f insurance policy. They will not make a 
ortune, but may save investors from a 
eating. 

Look at how primes fared on 13 October, 
chen the Dow Jones Industrial Average 
lummeted 190 points. AT&T common stock 
ropped 3 points; its prime lost just 0.375 of 

point. Philip Morris common was off 
'S$3.38 a share but the prime fell only 75 
S cents. GTE was down US$4.50 a share. Its 
rime: off 37.5 US cents. There is no magic 
ivolved. Stocks have two key elements: 
xed income and capital appreciation. Some 
ivestors want steady returns with minimal 
sk; others want just the opposite. Several 
ears ago, A. Joseph Debe created a way to 
ieet both demands. 

His controversial Americus Trusts al- 
wed shareowners in 26 selected blue chips 
' convert their stock into two distinct com- 


3 OCTOBER 1989 


ponents. A "prime" pays all regular di- 
vidends (minus a 5% a share annual fee) and 
capital gains up to a certain price at a set 
date. 

Its purely speculative twin is aptly called 
a "score," which enables buyers to lock in 
appreciation above the set price. If the stock 
falls short at the termination date, the score 
is worthless. 

Primes are akin to a fixed-income sec- 
urity that is tied to stocks rather than bonds. 
Scores resemble call options, but they span 
years instead of months. Most of the trusts 
were created in early 1987 and have 
staggered expirations in 1992. 

The trusts are closed to new tenders, but 
scores and primes trade on the American 
Stock Exchange at a discount to the com- 
mon. Scores are more dynamic than primes 
and sometimes account for more than 10% 
of the exchanges total daily trading volume, 
though both segments lack the liquidity of 
common stock. Quoted prices for scores and 
primes currently do not reflect stock splits, 
but such an adjustment is expected within 
several weeks. 

Both primes and scores can work for in- 
vestors who believe US stocks are ready for a 
long-term rebound but do not want to pay 
the full price £o find out. As investments, 
however, they appeal to fundamentally dif- 
ferent personalities. 
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Bangkok, George Robinson, points out that 

because the funds do not outperform the 
index, some discount is appropriate. 

One argument against the gap closing, 
and maybe for a larger discount, is that the 
government is planning to break MFC's 
monopoly on baht mutual fund manage- 
ment. Licences are being considered for a 
few private brokers. It is a near certainty that 
new funds would be more aggressive with 
higher concentrations of the portfolio in 
selected industries and more frequent trad- 
ing. Of course, that also means more risk. 

Theoretically, the new funds could pull 
away some of the support for the local 
funds. But a broker hoping to get one of the 
licences said he expects them to have fairly 
high subscription terms in order to attract 
the larger private investors. This means the 
new funds handled by brokers will not 
necessarily be accessible to small investors. 

In addition, following the listing of the 
Thanaphum Fund, MFC plans another Baht 
1 billion fund next year. MFC is also trying to 
organise a real estate investment fund. This 
could temper any new interest in the funds 
generally. u 


A risk-averse, income-oriented investor 
who thinks the market will be flat or trend 
down before moving higher might consider 
buying primes instead of common shares. It 
is a fairly straightforward action. AT&T 
primes, for instance, recently traded at 
US$25.63 a share, 40% less than the com- 
mon. At that price, a prime holder receives 
the stock’s current 4.5% annual dividend 
and the right to one AT&T share at a termina- 
tion price of US$30 in February 1992, or 
14.4% more than originally paid. 

Most important, prime owners do not 
have to worry about AT&T stock unless it 
slides below US$25.63 from its recent US$43 
level — a reasonably comfortable 17-point 
cushion. That is exactly what protection- 
oriented investors want. * 

Primes can also assume unusual charac- 
teristics, such as the bargain that IBM primes 
currently present to investors who believe in 
the company. IBM primes recently traded at 
about 5% less than the common, entitling a 
holder to the company’s 4.7% annual di- 
vidend and all appreciation up to the termi- 
nation claim of US$210 a share by June 1992. 
Because IBM is thought unlikely to reach that 
plateau by that date, owning a prime is like 
buying an entire common share at a dis- 
count. 

Scores work at the opposite extreme 
to primes. As with options, the discount- 
ed price of scores in any of the 26 com- 
panies hinges on the value of the underly- 
ing common stock. And like options, mini- 
mal investment can bring great rewards. 
Before 13 October, the 30 stocks in the Dow 
Jones average were up almost 30%, but 
scores had soared an average of 165%., ° 

Such volatility is double-edged. In a 


T1 b 





MONTHLY REPORT 


down market, scores are hit much harder 
than the common or the primes. On 13 Oc- 
tober, some lost one-third value while the 
Dow common lost 6.9%. When the Dow re- 
covered 88 points on 16 October, both GTE 
svcores and common regained about half of 
the previous Friday’s loss. 

Also remember that scores have enjoyed 
runaway appreciation this year, correction 
or not, and should be purchased only by 
those investors who firmly believe US stocks 
are poised for new highs and are not afraid 
to lose big if they are wrong. Indeed, scores 
are largely a function of market intuition. If 
stocks correct further, scores will become 
even more attractive for bullish, risk- 
oriented investors. 

Here is how a score typically works: GTE 
has a termination price of US$44 when 
the trust expires in July 1992. GTE already 
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has sailed past that point and recently 
traded at US$62.88 a share. Suppose GTE re- 
mained at that price until the trust matures. 
The score holder would then receive every- 
thing above US$44, or US$18.88. But since 
investors believe GTE stock is heading even 
higher, the scores trade at a premium price 
of US$24.75. 

For the score to earn money, GTE must 
reach US$44 a share plus the US$24.75 paid 
for the score, or US$68.75 a share. Other- 
wise you are out of luck. 

If GTE canters to US$100 a share by 
the termination date, each score would 
be worth US$100 minus US$44, or US$56. 
A US$24.755 investment would jump 
126% in just under three years. In con- 
trast, the common stock would gain 59% — 
about half the score's rise — in the same 
period. 
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By N. Balakrishnan 


INGAPORE'S CINDERELLA MARKET, the 
second section known as Sesdaq, sud- 
denly sprang to life in September. 
And now itis to receive the imprimatur of all 
emerging Asian markets — a closed-end 
fund investing solely in Sesdaq stocks is ex- 

to be listed in London soon. The £20 
million (US$32 million) fund is a joint ven- 
ture between the Overseas-Chinese Bank- 
ing Corp. (OCBC), one of Singapore's largest 
banks, and Hoare Govett of London. 

The fund will start trading in London 
from 20 October. It also comes with one 
warrant for every five shares which allows 
the owner to buy one more share at à 
fixed price from 31 March 1990 to 31 October 
1992. ° 

The September rally was prompted by 
news that the Stock Exchange of Singapore 
(ses) was about to relax some procedural 
rules making it easier to invest in Sesdaq 
stocks. The rally should continue as the 
fund spends its £20 million on thinly traded 
Sesdaq stocks. Individual investors look 
likely to profit by buying Sesdaq stocks be- 
fore the fund's money hits the market. Ses- 
daq investment is not a sure fire win, how- 
ever. Apart from market risk, some broking 
sources also say the market may already 
have more than discounted the good news. 
Moreover, Sesdaq consists mainly of shares 
of small capitalisation companies, about 
S$100 million (US$50.8 million) usually. In 
bear markets such shares usually fare worse 
than the shares of companies with larger 
capitalisation. 

Sesdaq was set up in early 1987 initially 
& a place for venture capital companies 
which did not have a long enough track re- 
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cord to gain entry to the main section of SES. 
But in the event the section has evolved into 
a mixed bag. Companies listed in the section 
include not only manufacturers of electronic 
components and other manufacturers but 
among sundry others: a printing company 
that prints government documents (Singa- 
pore National Printers); a bus company 
(Trans-Island Bus Co.): a builder of luxury 
yachts (Grand Banks); and a dealer of pre- 
mium brand watches known as The Hour 
Glass. 

The main attraction of Sesdaq stocks is 
that they trade at lower p/es than stocks 
traded on the main board. The average p/e 
of a Sesdaq before the September run was 
about nine and even now Stands at only 
about 12, compared with p/es of about 20, 
which are common on the main section of 
the SES. 

The ocBc-Hoare Govett Sesdaq fund 
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Foreign investors, take note. Because 


„score appreciation is entirely a capital gain, 


non-US residents are not subject to the 
standard 30% federal withholding tax, 
which they must pay on primes and other 
fixed-income investments. 

If all this freedom sounds too good to 
be true, the US Government agrees. Debe 
hoped to create Americus Trusts for dozens 
of leading companies, but the Internal Rev- 
enue Service (IRS) thought otherwise. After 
originally approving the idea, the IRS ruled 
that tendering stock into the trusts would be 
regarded as a taxable exchange. 

But at the same time it grandfathered the 
existing registered Americus Trusts. Unless 
the IRS has a change of heart, the trusts will 
not be replaced as they expire over the next 
three years. If you like them, you had better 
get them while you can. * 


will probably claim to be the best way to par- 
ticipate in the manufacturing sector of Singa- 
pore — one of the most dynamic sectors of 
Singapore's economy. As in Hongkong, 
many of the companies listed in the main 
section of SES are property companies, as are 
some banks and trading companies. But 
hardly any depend largely on manufactur- 
ing for their income. One of the reasons for 
this is that most manufacturing in Singapore 
is done by US and Japanese multinationals. 
And they prefer to raise funds in their home 
stock exchanges rather than in Singapore. 

This leaves the smaller Singapore com- 
panies which supply components to the 
multinationals in Singapore and elsewhere 
as the best Sesdaq candidates. Singatronics 
and Amtek fall into this category, as do 
Metalock and Tonhow Industries. But these 
are the only Sesdaq stocks directly involved 
in manufacturing. If the fund's managers 
are serious about trying to invest in manu- 
facturing stocks alone, they will have only a 
few of the 14 Sesdaq stocks to chase. Unlike 
the main board of the ses, Sesdaq stocks 
trade using a supposedly paperless system 
under which all scrip is held in a Central De- 
pository. Also, unlike the main market the 
brokers make their money by market-mak- 
ing — that is taking a spread, rather than by 
having fixed commission rates as in the 
main board. 

Unfortunately, Singapore’s brokers 
seem to have found that paperless trading 
generates a lot of paper work. This, com- 
bined with a lack of liquidity, has discour- 
aged Sesdaq trading, despite the attractive- 
ness of many of the stocks. 

Sesdaq will probably remain the distant 
second rung of the SES for the foreseeable fu- 
ture. In. fact, some Sesdaq stocks have 
gained ground specifically on the rumour 
that they may be "upgraded" to the main 
board. Sesdaq therefore still remains some- 
thing to graduate out of, though no com- 
pany has managed that, rather than a place 
to get into. ^ 
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IARKET INDICATORS 


Stockmarket, bond and currency trends 


Government Securities 


Japan 8 Sept. 1989 13 Oct. 1989 
Nikkei bond index yield Price ELILY 











5-years — 523 — 500 
10-years — 520 — 538 
20-yeats — §18 — 535 
Benchmark long-term 
No. 111 bond na 5295 na na 
Futures contract (Dec:) 10399 —538 — 10425 mna 
Source Salomon Bros Asia 
8 Sept 13 Oct 
US 1989 1989 
Dow Jones 20-bond index 93 06 93 06 
Australia 8 Sept 13 Oct 
Redemption yields 1989 % 1989 % 
Commonwealth government 
bond (Dec, 1991) 1467 15.80 
Commonwealth t 
bond (July 1995) 13.65 1443 
Commonwealth government 
bond (Jan. 1998) 13.12 13.82 
% points 
Margin of AAA- rated 8 Sept 13 Oct 
semi-government stock 1989 1989 
Telecom Australia (1992) 15.07 16.11 
Telecom Australia (1995) 1439 1524 
Telecom Australia (1998) 13.99 1470 
Source: Teleraté 
8 Sept. 13 Oct. 
Britain 1989 1989 
F T A Govt Ail Stock Index 130.46 127.56 
Under 5 years 117,51 11593 
5-15 years 13274 129.47 
Over 15 years 143.62 138.64 
Med: coupons 15 years Red. Yield 9.74 10.10 
Source. Datastregm international 
Unit Trusts 


Performance of unit trusts recommended by fund managers 
in Where To Put Your Money — Review, 5 Jan. 1989 


Bid prices US$ 

8 Sept 13 Oet 
Fund 1989 1989 — "o change 
Fidelity 
European Trust” 1.68 177 4536 
Japan Special Trust" 1.51 1.65 4-927 
Gartmore 
Managed Trust 17 26 1828 +591 
Pacific Trust" " 257 2.75 +700 
GT Group 
Horishu Pathfinder 11.02 12.11 +9.89 
Bond Fund 16:56 16.75 4115 
Jardine Fleming 
Global Convertible Trust. 12.11 12.12 +0.08 
Asean Trust 2118 2241 +581 
National Mutual 
N. M. Australia" 343 341 —(058 
NIM Schroder European" 3.19 331 +3.76 
Scimitar 
Asian Smaller Markets 10.93 1217 1134 
Pacific Basin Fund 19 88 21.30 4-114 
Wardley 


Private Capita! Fund 1921 19.15 —031 
Global Selection: Europe 
Equity 10.64 11.00 +338 
“Bid price £ converted to USS for comparison 
**Bid price HKS converted to US$ tor comparison 
Source Matheson PFC Lid 
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Stockmarket performance 
8 Sept 13 Oct Local US$ 

1989 I989 . currency % : 
uS 270054 256920 ——518 - 
Japan 3411581 3511602 +293  --589 
Britain 200370 3181800 .—927 | —750 
W.Germany. 2,052.10. 200050  —251 +299 
France 54050 55320 3235 $737 
Italy 71126 - 691939 — —272 — «023 
Switzerland = 82790 80640  —260 +129 
Australia 1758230. 174190 093. -0.37 
Canada 396247 3870744 4-231. -111 
Singapore 371100 3748 4101 4158 
Hongkong — 2.62063 2.78230 617 614 


Company Country 
Commercial and property 

Coles Myer Australia 
Ito- Yokado Japan 
Mitsubishi Estate Japan 
Tokio Marine & Fire Japan 
Cheung Kong Hongkong 
Hang Lung Development Hongkong 
Henderson Land Hongkong 
Hutchison Whampoa Hongkong 
Jardine Mathieson Hongkong 
New World Development Hongkong 
Swite Paoilic Hongkong 
Whart Holdings Hongkong 
Genting Malaysia 
Hong Leong Inds. Malaysia 
Kuala Lumpur Inds Malaysia 
Sime Darby Malaysia 
Tractors Malaysia Malaysia 
Hyundai Construction South Korea 
Saha Union Thailand 
City Development Singapore 
Haw Pat Bros Singapore 
Singapore Land Singapore 
Transport and utilities 

TNT Australia 
Cathay Pacific Hongkong 
China Light & Power Hongkong 
Hongkong Telecom Hongkong 
MASC Mavaysia 
MUMB Mataysia 
Korean Air South Korea 
Evergreen Marine Taiwan 
PLDT Philippines 
Neptune Orient Singapore 
Singapore Airlines Singapore 


° ..  Eamings per share (UScents)" — 
Market Last Current (or 

Latestfiscal capitalisation reported — following) 
yeartoend: — (US$b) year year Next year 
July '89 343 60 16 6457 7292 
Feb. '89 13.73 99 94 10425 112.98 
Mar. 89 20.92 22.64 23.22 24.35 
Mar 89 20.52 23.42 22.71 24.93 
Dec. '88 274 1253 1523 16:77 
June"8s 0.76 8.62 10.50 11.14 
June 88 1.48 823 11.65 13.57 
Dec '88 365 10.05 11.91 13.44 
Dec. 88 1.89 23,37 31.36 37.38 
June B8 1.81 12.80 16.39 20.23 
Dec. ‘88 3.44 24 81 26.12 28.29 
Mar. "89 2.08 770 845 9 86 
Dec. '88 0.85 20 £4 2450 2487 
June'88 0.16 428 483 6.68 
Sept. 88 070 1051 10.76 9 28 
June '88 1.86 506 817 854 
June"BB 0.38 1324 14.85 18.93 
Dec. 'B8 na 75.82 81.94 91.25 
Dec. ‘86 021 127 66 92 40 10505 
Dec '88 0.99 304 408 561 
Déc. "88 0.24 6.59 7.65 8.16 
Aug. ‘88 037 0.51 561 10.20 
June 88 143 32 81 31 14 35 70 
Dec. '88 3:16 12.33 1447 16.26 
Sept. '88 234 17.23 18.82 20.35 
Mar. 88 6.85 431 499 5.89 
Mar 89 137 1713 2190 27 84 
Dec '88 0.49 195 297 408 
Dec. “88 fia 120.70 153.93 181.27 
Dec. 88 497 8.71 1.35 na. 
Dec '88 090 218 64 165 22 na 
Dec. 88 0:38 3.55 612 663 
Mar.'89 450 8053 103.57 116.84 


Compared to 
Australian dollar 
Canadian dollar 
Deutschemark 
Hongkong dollar 


Sterling 
Switzerland Iranc 
Yen 


8 Sept 
1989 


1.3106 
1.181 
1978 
7.809 
0:6459 
1.709 
146.60 


13 Oct 

1989 % change 

13046 *046 

1174 -1059 

1.905 —374 

7.09 . unchanged 

0.6423 -056 

1 673 -2) 
143.75 -194 


Source. Matheson PFC Lid 


Selected earnings forecasts 


Share price — Forecast 
on 13 Oct. pe for 
1989(US$) current year 


6.84 
34.65 
16.61 
14.20 

120 

0.65 

0.72 

1.19 

3.09 

1.48 

2M 

1.08 

375 

1.83 

024 

181 

3.60 
44 25 
10.90 
206 

152 

750 


2.48 
1.08 
1.66 
0.61 
427 
068 
49.17 
2 B6 
24 45 
0.87 
1.19 


106 
332 
n5 
625 
rg 
62 
6.2 
100 
98 
9.1 
82 
128 
153 
38.0 
na 
222 
242 
540 
"8 
90.5 
19.8 
133.6 


8.0 
74 
88 
12.3 
195 
228 
313 
39.2 
48 
142 
69 


“Converted at average US$ rate prevailing tor years prior to 1989; and at rate prevailing on 13 October 1989 tor al! other conversions 


Earnings estimate Information has been compiled by VB/E/S International, a service of Lynch, Jones & Ryan, New York. Estimate data 
represents a consensus of analysts reporting. individual estimates may vary. Eamings estimates and the consensus change frequently 
Therefore, these forecasts should not be regarded as an absolute indicator of any company s actual performance This table represents 
consensus eslimalfs as of 13 OcL 1989. No recommendation regarding these securities. is staled nor implied. 
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BANKING 31 


Foreign banks find Vietnam's market opening all too slow 


On Hanoi's doorstep | 


ietnamese officials, hoping that 

banks will play a key role in rescu- 

ing Vietnam from years of eco- 

nomic stagnation, have launched 
a series of reforms to overhaul the country's 
antiquated financial system. 

Private banks and credit cooperatives 
have been allowed to open and state banks 
have been authorised to use competitive in- 
terest rates to encourage domestic savings. 
But Hanoi has been slow in granting ap- 
proval for foreign banks to open branches or 
joint-venture banks in Vietnam. 

Scores of foreign banking delegations 
from France, Australia, the US, Japan, Thai- 
land and the Soviet Union have visited Viet- 
nam in recent years to explore opportunities 
for setting up joint-venture banks or inde- 
pendent foreign banks. But so far, Hanoi 
has only signed banking agreements with 
one Indonesian and one French firm. 

Summa, an Indonesian company, sign- 
ed an agreement late last year to invest US$5 
million to set up the Indovina Bank, Viet- 
nam’s first joint-venture bank. Nearly a year 
later the central government has not yet au- 
thorised the bank to open its first branch in 
Ho Chi Minh City. Officials say approval is 
expected soon, but foreign businessmen say 
they understand it will function primarily as 
the financing arm of the Indovina trading 
group, rather than as a full-service bank. 

France's Banque Francaise du Com- 
merce Exterieur has opened a representative 
office in Ho Chi Minh City which is monitor- 
ing economic developments, but not pro- 
viding any financial services to 
foreign companies. Banking of- 
ficials here would not confirm 
reports that Banque Indosuez 
and several Thai banks would 
soon sign agreements to open 
representative offices in Viet- 
nam. 

Despite Hanoi's official po- 
licy welcoming foreign invest- 
ment in banks, foreign busi- 
nessmen and Western dip- 
lomats have concluded that 
Hanoi is holding foreign banks 
at arms length, at least until 
a commercial banking law 
is passed by the national 
assemb]y — perhaps next year. 
«Many officials still think for- 
eign banks are hazardous for 
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Competent bank staff are in short supply. 





Credit where its due. 


the health of Vietnam," observed an 
economist in Ho Chi Minh City. 

Vietnam has taken some important steps 
to overhaul its cumbersome banking sys- 
tem, but serious problems remain. The 
banks lack computers and enough compe- 
tent staff to provide same-day account ba- 
lances. 

Vietnamese economists say that money 
transfers between enterprises still take 20 
days to clear. Because of inflation and bank 
inefficiency in cashing cheques, Vietnamese 
officials say up to 60% of all payments are in 
cash, which seriously taxes the banks’ cash 
supplies. In most other countries, cash is 
used in only 8-10% of transactions. 

Foreign businessmen and diplomats also 
complain that telegraphic money transfers 
to Vietnam are slow and that the Bank of 
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Foreign Trade (Vietcom Bank) is regularly 
late in paying its letters of credit. "Vietcom 
Bank acts like a clearinghouse rather than a 


bank," said a foreign businessman visiting 


Hanoi. “It waits until its client sells its [im- 
ported] goods before it sends payment.” 

In the past, Vietnamese banks were little 
more than money distribution centres for 
the communist government's central-plan- 
ning system. The State Planning Commis- 
sion and the Ministry of Finance simply or- 
dered the state bank to distribute capital to 
various enterprises according to pre-deter- 
mined government plans. 

The State Bank of Vietnam functions as 
the country's central bank and is responsi- 
ble for overseeing the activities of four 
specialised banks as well as several small, 
experimental private banks, says Nguyen 
Ngoc Minh, acting director of the state 
bank's foreign department. 

The Vietcom Bank is responsible for for- 
eign currency transactions and manages the 
country's foreign reserves. The Bank for In- 
vestment and Construction has traditionally 
been the major "commercial" bank which 
provides credit to enterprises. The two 
newest banks are the Bank for Agricultural 
Development, which provides agricultural 
credit, and the Bank for Industry and Com- 
merce. 


hese banks have branch offices in 
the country's main cities but not 
in rural areas, which means that 
farmers have had little access to 
bank credit. Furthermore, these banks have 
given credit priority to the often unprofitable 
state sector, forcing coopera- 
tives and small-scale private en- 
terprises to turn to the black or 
unofficial market for loans. 

The government has intro- 
duced several banking reforms 
in the past year to try to tackle 
some of these problems. Banks 
have been given "autonomy," 
which means they are to be 
self-financing rather than de- 
pendent on the state budget. 
Under the new guidelines, 
banks are theoretically to ex- 
tend credit only to profit-mak- 
ing enterprises and to stop 
funding enterprises which are 
losing money. 

The banks are also allowec 
to charge real interest rate: 
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for loans. According to new rates set 
in May, banks can charge from 4.5-5.576 
a month, depending on what the loan 
will be used for and how soon it will be re- 
paid. 

A year ago, when inflation averaged 
more than 10% a month, state enterprises 
paid less than 2% a month for loans. Infla- 
tion has dropped to less than 3% a month 
since the government introduced tough 
anti-inflationary measures in March, accord- 
ing to Minh of the state bank. 

Banks have also been given the freedom 
to mobilise their own funds by paying float- 
ing interest rates tied to the rate of inflation. 
Current rates are 2.7% a month for checking 
accounts and 4% for three-month time de- 
posits. 


A senior economist in Hanoi estimated 
that banks and savings cooperatives have 
mobilised Dong 700 billion (US$170 million) 
since March. This marks a dramatic change 
in Vietnamese attitudes — until recently, 
few individuals or enterprise managers 
would deposit their excess cash in banks. 

Vietnam has also begun experiment- 
ing with a few non-state banks to make 
financial services available in the country- 
side as well as to the private and coopera- 
tive sectors. Thousands of small, local 
credit cooperatives have opened around the 
country — Ho Chi Minh City alone is esti- 
mated to have over 200 — and several pri- 
vate banks have begun operating in the 
northern provinces of Thanh Hoa and Thai 
Binh. 





BANKING 2 


Jakarta inches closer to exchange liberalisation 
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ank Indonesia (Bi, the central bank) 
B has moved to stimulate the local 

money market by putting pressure 
on foreign exchange dealers to play a more 
active role, while at the same time scaling 
back its own stranglehold on the market. 

BI governor Adrianus Mooy announced 
new trading procedures for foreign ex- 
change dealers earlier this month, which 
give dealers more flexibility in setting rupiah 
exchange rates. Some dealers say BI is edg- 
ing towards a system in which the rupiah, 
which previously was fixed every morning 
by BI, will float freely against other curren- 
cies. BI officials emphatically deny harbour- 
ing such ambitions. “It just isn't true,” says 
Bís director for money markets Dahlan 
Sutalaksana. "The objective [of the new pro- 
cedures] is to increase the professionalism of 
foreign exchange dealers." 

According to Dahlan, Bl wants to create a 
sufficiently active foreign exchange market 
in Jakarta so that it can use it to further 
monetary policies. At the moment, BI has 

few weapons — it tinkers with money sup- 

ply using repurchase transactions, thinly 
traded BI securities called sBis and SBPUs and, 
of course, the national mint. There is no 
long-term government paper and BI is not 
inclined to play again with the reserve re- 
quirement for banks which was lowered 
from 15% to 2% a year ago. 

During the oil boom years, most of In- 
donesia's foreign exchange receipts flowed 
through Bi and so the government paid little 
attention to developing a fluid money mar- 

_ ket. But with the rapid diversification of In- 
Kdonesia's non-oil exports and with Indone- 
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sia’s private sector on the 
rise, BI feels it should encour- 
age a more sophisticated 
money market. “BI should be 
more a stabiliser to the mar- 
ket than a supplier of 
money," said one banker 
who frequently advises BI. 
“pr still gets the oil money,” 
says Dahlan, "but most of 
the foreign exchange is now 
going to the banks." 

At the moment, the 
seven state banks, 11 wholly 
foreign-owned banks and 14 
private national banks are 
licensed to deal in foreign 
currencies. But of these only 
five or six regularly quote two-way prices on 
major foreign currencies, with the result that 
the market is often illiquid. 

In recent months, the flood of foreign 
money into the Jakarta Stock Exchange 
has improved liquidity, but, dealers say, 
B! would still like to see the foreign exchange 
markets become more active. Two implica- 
tions of B's new stance are that inter- 
national money market brokers will be 
invited into Jakarta, and that the central 
bank will be more generous in handing 
out foreign exchange licences to the new 
banks. 

Under the new rules, which took effect 
on 9 October, BI will issue an "indication" ex- 
change rate far the rupiah against the US 
dollar at 8 a.m. on Mondays to Saturdays in- 
clusive. This rate is valid for BI swaps and re- 
swap transactiens, for bank notes, and for 
export bills discounted with BI. But Bi will not 
fix a rate for the spot market until 3 p.m. on 
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The Bank for Industry and Trade, the 
country's first shareholders bank which 
opened in Ho Chi Minh City two years ago, 
has attracted many customers who say it is 
more efficient than state banks. But the bank 


has not been allowed to deal in foreign cur- — 
rency, seriously limiting its role in the city's | 


economy. = 

Another shareholders bank, the Export- — 
Import Bank, which is to service import- ~~ 
export activities, is currently trying to sell. 
250,000 shares worth Dong 100 billion. The — - 
bank hoped to attract foreign investors, but 
the central government turned down the — 
request, according to Hoang Ngoc Nguyen, 
editor of Tap Chi Thuong Mai, a new trade 
and investment magazine in Ho Chi Minh 
City. a 


Mondays to Fridays, and 11:30 a.m. on 
Saturdays. Thus, for most of the day dealers 
can set their own rates on foreign exchange 
and after 3 p.m. can settle positions with BI 
using the official Bi rate. 

At3 p.m., Bi can fix the rupiah-dollar spot 
rate equal to the indication rate set earlier in 
the day, equal to the prevailing market rate, 

or at a level of its own choos- 
: ing. "Forex dealers can now 

make or lose money. They 
$ will have to become more 
: professional," said one local 
banker. 

In the near term, dealers 
expect BI to set the spot rate 
equal or very close to the in- 
dication rate. But Mooy's an- 
nouncement that BI may 
enter the market to buy or 
sell dollars during the day 
adds an element of risk that 
dealers cannot ignore. 

By forcing currency deal- 
ers to show their hand before 
it comes into the market, BI 
hopes to get a more realistic 
sense of what the market thinks the rupiah 
is worth. 

At the same time, Finance Minister 
Johannes Sumarlin has no intention of relin- 
quishing control of the rupiah. Rather, he 
wants the currency to depreciate against the 
dollar gradually — by an estimated 576 in 
1989 — in order to keep Indonesian exports 
competitive abroad. The new trading ar- 
rangement gives the government the best of 
both worlds: until 3 p.m. each day it can see 
where the market places the rupiah against 
the dollar and at 3 p.m. it can set the rupiah 
where it wants. i 


If, as Bi expects, dealers keep the dollar- _ 


rupiah spot rate close to Bi's indication rate, í 
then BI can slowly add more liquidity to the - 

market without fear of sparking a capital 
flight. Dealers say that with international in- 
vestment and confidence in the Indbnesiag 
economy rising, fears of a rupiah selloff are 
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POLICIES 


Manila's asset sales bog down in politics 


Gun-shy businessmen 


he Philippine’s volatile politics, plus 

| the termination of the government's 

debt-equity swap scheme, have put 

an unexpected damper on Manila's at- 

tempts to sell its portfolio of state-owned as- 
sets left over from the Marcos era. 

. Just before the bidding date for 36% of 
government-held shares in Paper Industries 
Corp. of the Philippines (Picop), the Mani- 
la's Philippine Daily Inquirer ran a front-page 
article claiming that the government would 
lose billions of pesos and surrender the 
paper-manufacturing monopoly to foreign 
interests for much less than fair value. 

For an allegedly attractive bargain-base- 
ment sale, no offers were tended. There 
were various reasons for this — Pilipinas 
Shell, considered the most likely bidder, 
said it had finally decided that it only had ex- 
pertise in the forestry aspect of the firm and 
not in its primary paper-milling operations. 

However, the disparity between the 
newspaper's allegations — which reflect 
some Manila politicians’ suspicions that the 
privatisation programme has a high degree 
of favouritism — and businessmen’s calcula- 
tions, illustrate a factor that could seriously 
slow down the whole privatisation pro- 
gramme: an extreme cautiousness both on 
the part of the Asset Privatisation Trust (APT) 
and investors. A string of failed bids in past 
weeks — mainly involving Picop and As- 
sociated Bank — has raised warning signals 
that Manila’s privatisation programme may 
have to be overhauled. 

With a Philippine Congress that has been 
quick to create committees to investigate 
scams, real or imagined, the APT — the gov- 
ernment’s arm for disposing of firms its 
banks had foreclosed on — in the past year 
has become increasingly fearful of facing ac- 
cusations of selling assets at give-away 
prices to favoured business groups. The fear 
is not without basis. After agreeing to 
privatise the Manila Electric Co. (Meralco) 
last year, it backtracked following criticisms 
aired in media and congress. | 

For several weeks, Sen. Ernesto Maceda 
conducted hearings into allegations that 
Philippine National Bank (PNB) officials were 
involved in insider-trading in the listing of 
30% of the firm's shares. 

Pressed at the other end by the Budget 
Department's needs for more government 
revenues, the APT has been setting "indica- 
tive prices” for government assets placed for 
bidding which are considered too high by 
local businessmen: | 
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> Picop's 89.4 million shares were valued at 
P21 per share (or a high price-earnings ratio 
of 40), which would compel an investor to 
sink P1.8 billion (US$82.2 million) in cash 
for a bankrupt firm which required addi- 
tional investments but which would retain 
substantial government shares; 

> Associated Bank had a floor price set at 
P671 million. With the Central Bank's re- 
quirement that a new investor would have 
to infuse new capital of atleast P500 million, 
a buyer would have to raise P1.2 billion for 
an insolvefit bank whose sole value is its li- 
cences for commercial banking and 33 
branches. 

The APT's cautiousness had been re- 
flected in the Associated Bank case. It had 
agreed that the former owners of the bank 
would still have the right of first refusal, an 
unattractive condition for bidders since any 
bid could be beaten by the former owners. 





Maceda: hearings. 


Rizal Commercial Banking Corp. (RCBC) had 
felt that despite the price, the bank could be 
good buy because it has 11 branches and 
headquarters in the heart of Manila's 
Chinatown, the same area as RCBC's, and 
could be profitably sold. It made a bid, only 
to be told by the APT that government audit 
regulations stipulate that there must be at 
least two bidders. 

"The APT simply doesn't have the flexibil- 
ity to sell off government assets," a senior of- 
ficial of RCBC said. “If we're the only one in- 
terested in buying the bank, why can't they 
sell it to us?" he added. 

The apprehension over being dragged 
into Philippine politicking is shared by in- 
vestors themselves. “We certainly cringe at 


FAR EASTERN ECONOMIC REVIEW 






Ht SduvMidu 1350 









the thought of having to face senators gril- — 
ling us in public over our purchase, like - 
what happened in the PNB case,” an official 
of one of the firms which had intended to 
make a bid for Picop pointed out. 

The controversy that had emerged over 
APT's sale of Nonoc Mining and Industrial 
Corp. to Philnico Mining and Industrial 
Corp., led by Jesus Cabarrus, has also wor- 
ried potential investors. Two of Nonoc Min- 
ing’s creditors have threatened to sue APT 
if it does not rescind the sale contract. The 
creditors, Marc Rich & Co. and Philipp 
Brothers, have charged that APT had not 
consulted with them for the conditional sale 
of Nonoc Mining, and that Philnico had not 
been making moves for the settlement of 
their exposure to Nonoc of about P1 billion. 
The conflict between Cabarrus and Nonoc's 
creditors has apparently even gone beyond 
contractual issues, with Cabarrus being 
quoted in Manila, where there has been a re- 
surgence of nationalist sentiments, that the 
two creditors “want to sabotage the whole 
Philippine economy by delaying the pro- 
ject.” 
One purely business factor though that 
has slowed Manila’s privatisation program- 
me has been the closing of its debt-to-equity 
scheme and the government's highly se- 
lective practice of allowing debt-for-asset 
swaps. The debt-to-equity scheme (by 
which a Philippine debt paper is assumed 
by an investor, with the peso payments 
used for equity investments) had been an 
extremely attractive deal for both local and 
foreign investors — with at least a 50% dis- 
count on Philippine debt papers in the 
world market, they could double their in- 
vestments in the country. With the closing 
of the scheme, purportedly because of its in- 
flationary impact, the attractiveness of gov- 
ernment assets has dwindled. | 

Government approvals for the debt-for- 
asset scheme, which attempts to evade the 
inflationary impact by simply charging the 
peso proceeds to Treasury revenues, have 
not only been selective but require that an in- 
vestor must first win a bidding. This leaves 
an investor without the assurance that gov- 
ernment will approve a debt-asset swap. 

On the whole, Manila’s privatisation 
programme seems to have proceeded too 
slowly. Economic developments are now 
sapping whatever strength there was. in- 
terest rates have risen, which despite some 
weakening in the past weeks, most bankers 
expect to continue at least for a year. The 
scale of government assets to be disposed of 
would require huge capital outlays at a time 
when investors have become more comfort- 
able in putting them in risk-free Treasury 
bills 


On the other hand, public alarm over for- 
eign control is a development that would 
hardly excite overseas companies’ interest in 
buying off high-profile government com- 
panies as Philippine Airlines and the Manila 
Hotel. r 
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BRIEFING 


Hyundai makes pact 

to develop Siberia 

> South Korea's Hyundai Group says it 
has agreed with the Soviet Union to 
develop jointly 10,000 km: of forest in the 
Svetlaya region of the Maritime Province, 
Siberia. Hyundai founder Chung Ju Yung 
said on his return from the Soviet Union 
that his company expects to import 
U5$50-100 million of forestry products à 
year for the next 30 years. Hyundai will set 
up a 50-50 joint venture with the Maritime 
Province Forestry Office. Chung said 
Hyundai also has agreed in principle to 
provide technology to ship-repair yards in 
Nakhodka and Slavyanka and will develop 
a coal mine in the province, too. 


Indonesia's parliament 
approves a patent law 

M Indonesia passed a law on patents after 
eight months of deliberation by parliament. 
Thelaw, which will go into effect in August 
1991, will protect most products for 14 
years, though food and beverages and 
products in farming, microbiology and 
science will not be covered. Some 13,000 
applications for patents are pending at the 
Justice Ministry. Two years ago, Indonesia 
passed a copyright law and has since signed 
several bilateral agreements to protect 
foreign music, books and computer 
software. A new ruling on trademarks is 
expected early next year. 


India commissions fourth 
nuclear power station 

» India's fourth nuclear power station, 
operational since March, was inaugurated 
by Prime Minister Rajiv Gandhi on 15 
October. The plant, at Narora in Uttar 
Pradesh, produces 235 MW of electricity 
and is the second nuclear station of 
indigenous design to have been 
commissioned. New Dehli has approved 
sites for another six reactors of the Narora 
design, each capable of producing 500 MW. 
Decisions on a further six reactor locations 
will be taken next year. 


Minimum wage earmarked 

to rise in South Korea 

> South Korea's minimum monthly wage 
will rise 15% to Won 165,600 (US$250.9) 
next year if, as expected, the 
recommendations of the country's 
minimum-wage deliberation committee are 
accepted. For the first time, the committee 
made its recommendation on the basis of a 
consensus between union and employer 
representatives. South Korea inaugurated a 


pnus system in 1988, and the 
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past two years have been marked by bitter 
disputes between employers and unionists 
over wages. This year, the only substantial 
objection came from the Economic Planning 
Board, which is worried about the 
inflationary consequences of double-digit 
wage rises. 


Yogyakarta sultan buys 

major stake in bank 

> Indonesia's Sultan Hamengkubuwono 
X of Yogyakarta has bought a 90% stake in 
the near insolvent Bank Pertiwi, one of the 
smaller privately owned banks. Another 
9.95% was snapped up by Edward 
Suryajaya of Astra International and the 
remaining 0.0576 remains in the hands of 
the previous owner. The central Bank 
suspended Bank Pertiwi's clearing 
privileges in November 1988 when it fell 
behind on roughly US$50 million in debts to 
21 other banks. The new owners said the 
outstanding debts would be settled in the 
near future and that they would not change 
the name of the bank. 





China's grain harvest 

to decline slightly 

> China's grain output this year is 
expected to drop by 1% to 393.8 million 
tonnes, despite a good summer harvest and 
higher sown area. Quoting State Statistical 
Bureau figures, the Peking-based China 
Daily said that area of grain crops this year 
increased by 1.8 million ha from 1988 to 111 
million ha, of which 29.8 million ha was 
sown to wheat and 2.7 million ha to rice. 
Tobacco area also rose by 1676 to 1.51 
million ha, while that of oil crops fell by 
1.16% to 10.44 million ha. The area of 
cotton dropped by 3.1% to 5.36 million 

ha. The main cotton-producing provinces 
of Jiangsu, Hebei, Shandong and 

Hubei are growing up to 2096 less 

cotton. 
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China's trade gap 

widens sharply 

P China's merchandise-trade gap has 
widened rapidly from US$1.88 billion in the 
first quarter of 1989 to US$6.84 billion by 
end-August, compared with US$2.56 
billion in the first eight months of 1988. 
Customs authorities said if compensation 
trade, donations and other imports not paid 
by foreign exchange were excluded, the 
deficit would have been US$4.41 billion. 
According to custom statistics, imports 
grew by 22.276 to US$38.31 billion, 

while exports rose 9.5% to US$31.47 

billion. 


Hongkong group bids for 
Australian power station 

> Hongkong property and construction 
group Hopewell Holdings has emerged as a 
leading contender to build a A$600 million 
(US$461.5 million) coal-fired power station 
near Perth, Western Australia. Hopewell 
has told the state government they want to 
build a 600-MW station similar to the 
Shajiao-B station recently completed in 


Í _ southern China. The Hopewell proposal is 


one of the six being considered by the state 
government. Another includes a A$1.5 
billion coal station proposed by Australian 
firms CRA and Barrack House. 


Thai agribusiness firm 

in Burma joint venture 

> A new joint-venture firm, Myanmar 
Rice Engineering Supply Co., has been 
formed by the Burma state-owned 
Myanmar Agricultural Produce Trading 
together with Rice Engineering Supply 

of Thailand under an agreement signed in 
Rangoon. The new company will 
manufacture rice-mill machinery and 
spare parts for domestic sale and export. 
The agreement is one of the latest in a series - 
the Burmese military government has 
signed with foreign companies since it 
passed the Foreign Investment Law in 
November 1988. 


Burma in hotel joint 
venture with Austrian firm 


> Myanmar Hotels and Tourism Services, a 
state-owned Burmese enterprise, has set up 
a joint venture with IAEG of Austria to build 
and,co-manage for 15 years three five-star 
hotels in Rangoon, Mandalay and Pagan 

— at a cost of US$110 million, of which 65% 
will be in foreign exchange. The three 
hotels, to be completed by 1993 with a total 
of 760 beds, are meant to introduce * 
international-standard hotel ` 
accommodation to Burma. 
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Monetary licence 


aiwan's equitable income distribu- 

tion has long been a source of 

pride. But today, income gaps are 

starting to widen again as a direct 
result of the island's super-heated specula- 
tive economy. Property prices have soared 
beyond the reach of most wage earners, as 
have the yuppie indulgences so tantalisingly 
advertised in the media. 

Inflation figures only begin to tell the tale, 
as the imputed rentals in the index basket do 
not fully reflect runaway housing costs. Yet 
even the official inflation numbers have 
stubbornly refused to drop as dramatically 
as might have been hoped in the wake of 
April's money-tightening measures. 

The contractionary package included 
higher reserve requirements for banks, and 
across the board interest rate rises. The effect 
should have been made all the more drama- 
tic by coinciding with Taiwan's longest re- 
cent period of exchange rate stability. This 
stability has resulted in foreign-exchange re- 
serves — the main source of money supply 
growth — seemingly levelling off at a 
^mere" US$75 billion. 

Monetary aggregates have responded in 
textbook form. Narrowly defined money 
supply, which had been growing at double 
digit rates, abruptly began to contract. But 
inflation has failed to follow suit, while the 
equity and real-estate casinos have soared to 
new heights. 

This defiance of the laws of monetarist 
gravity seems to suggest that regulators 
have not yet been able to get their hands on 
all the relevant levers of control. As central 
bank governor Hsieh Sen-chung delicately 
puts it, Taiwan'$ money supply is “some- 
what dualistic." 

What he means is there is a large and 
menacing overhang of "hot" money that 
never sees the inside of a bank. It just rolls 
from one speculative investment to another 
in search of hyper-profits. Everyone you talk 
to in Taipei these days seems to have a 
friend of a friend who just last week made 
double digit returns in a single session of 
playing the bourse. 

That type of urban folklore tends to blunt 
the monetary impact of a few points’ rise in 
banks' lending or deposit rates. It also saps 
the industrial economy and the labour mar- 
ket, because running a factory or drawing a 
wage can hardly offer comparable re- 
wards. 

In their eagerness to channel speculative 
balances back into the officially accounted 
and regulated money supply, policymakers 
Rave,homed in on the most visible re- 
positories of "hot" money: the underground 
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deposit-taking companies which in the past 
few years have emerged as prime players in 
the stock and property markets. Originally 
incorporated as investment groups, these 
outfits strayed into the province of banking 
by accepting funds on a deposit basis, rather 
than as equity. They lured depositors with 
interest rates as high as 48% a year. 

A new banking law (REVIEW, 18 May) 
lowered the boom on the whole sector, bar- 
ring these "underground" companies from 
taking deposits or paying "outlandish" in- 
terest rates. Since then, legal action has been 
initiated against more than 100 of them. 
Only the biggest are still in business. 
Number two in the industry, Loong Hsing, 
has just suspended interest payments, pro- 
voking a run by depositors. 

But the biggest in the industry, Hung 
Yuan (or “Homey,” as it calls itself in Eng- 





lish) wants to go legit in style. The company 
is now angling for a banking licence — one 
of the coveted few that will be awarded to 
private groups under the new banking 
law. 

No doubt Hung Yuan is big enough to 
establish a bank. It claims assets of NT$83 
billion (US$3.25 billion), including stocks, 
real estate, assorted night spots and restau- 
rants, plus Taipei's glitziest hotel. However, 
the press release (from pricey US publicists 
Hill and Knowlton) announcing this figure 
gives no details of how the assets are 
evaluated. 

Nor does it declare how much of Hung 
Yuan’s assets are offset by deposit liabilities. 
Huang T'ien-ling, president of the Banking 
Institute of the Republic of China, suspects 
the company's deposits might amount to no 
more than NT$50 billion. Yu Teh-pei, who 
chairs Soochow University'seeconomics de- 
partment, guesses it could run as high as 
NT$200 billion. 
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But size is not the issue, Huang main- 
tains. To grant Hung Yuan a banking licence 
after it has flouted the law would "de- 
moralise" the financial sector. The initial 
round of new banking licences, he says, 
should go to established industrial interests. 
The underground houses should first con- 
vert their deposits into equity and reconsti- 
tute themselves as joint stock investment 
companies. If they can prove their probity in 
that role, they may be allowed to apply later 
for banking subsidiaries. 

Hill and Knowlton is at pains to refurbish 
its client's law-flouting image. In the press 
release, much is made of Hung Yuan's 
Hongkong holding company — an appar- 
ent bid to foster a more international and 
professional image. In Taiwan, though, 
underground houses are seen somewhat 
differently. A crime specialist at National 
Taiwan University says the investment 
houses have financial links with under- 
world gangs, such as the Four Seas Gang — 
a band of military academy graduates who 
specialise in protection racketeering and 
raking off government contracts. 

The press release hails Hung Yuan as a fi- 
nancial “innovator.” Yu feels there might be 
more to this than mere publicists’ puffery. 
The underground houses, she is convinced, 
perform a useful redistributive role. They 
offer the only way for wage earners to par- 
ticipate in the current speculative boom. 
Without groups like Hung Yuan, she ar- 
gues, the income gap would be widening 
even more alarmingly. 

Besides, she adds, if the government is 
serious about its free market ideology, it 
should rely on market forces rather than reg- 
ulatory fiat to deal with excess speculation. It 
could be in fora long wait, though, given the 
market's resilient response to New York's 
latest woes. At any rate, says Huang, 
no decisive action on Hung Yuan is like- 
ly prior to December's island-wide elec- 
tions and the subsequent electoral college 
session early next year to select the next 
president. 

With the new banking law and a series of 
crackdowns on white collar crime, the gov- 
ernment has already signalled its serious- 
ness about bringing the speculative econ- 
omy to heel. Neither the ruling party nor the 
opposition can score electoral points by 
pressing for more concrete action soon. To 
allow a company like Hung Yuan to col- 
lapse would strike directly at the pocket- 
books of thousands of middle-class voters. 
But to grant it preferential licensing treat- 
ment would be seen as favouritism towards 
law breakers. u Lincoln Kaye 
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An exce ption al view from the tOp. 





From an ancient land 
with lofty ideals comes a modern airline, Air-India. 
We fly from Tokyo, 
Osaka, Hong Kong, Singapore, Kuala Lumpur, Bangkok 
and Sydney to India, 
Middle East, Africa, Europe and U.S.A. Aboard every 
flight each passenger 
is an honoured guest. And each guest is pampered 
with the grace and 
gentleness so unique to our country and our people. 
Come try the 
Ait-India experience for that top of the world feeling. 


Tokyo 2147638 Osaka 264-5911 Hong Kong 5-221176 Bangkok 2569614 Kuala Lumpur 2420166 Singapore 2205277 Sydney 2328477 


Brunei* Hong Kong Indonesia Japan Korea 

jati Transport Sdn. Bhd Zung Fu Company Ltd P.T. Star Motors Indonesia Mercedes-Benz Japan Co. Ltd. Han Sung Motor Co. L 
Bandar Seri Begawan 2606 Bonaventure House Jl. Let. Jen. S. Parman 79B, SVAX TT Bldg., 3-11-15 Toranomon Kyungseo Building 
Darussalam Leighton Road Slipi, Jakarta 10001 Minato-ku 514-10 Shinsa Dong 
Tel. 02-41 763 Tel. 5-8957288 Tel. 021-593721 Tokyo 105 Japan am-Ku, Seoul 
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Now the street-smart Mercedes 
Is even smarter. 


The agile 190E is well respected as a superlative 
performer in city traffic and one of the most stylish cars 
on the road. 


This year the bodyshape has been improved to add 
even more chic. The front air dam has been lowered — a 
very practical modification which reduces lift and thereby 
increases safety — and elegant mouldings, carefully colour 
co-ordinated with the paintwork, have been added to 
the sides. 


The 190E now looks leaner, sleeker and sportier — yet 
more than ever before exudes the classical sophistication of 
Mercedes-Benz. 


Interior elegance 

The interior, too, has been enhanced and refined. 
There is more space in the rear, structural changes have 
increased the comfort of the seats, and the selection of 
interior finishing fabrics has been expanded. The results 
are not only aesthetically pleasing: they make the 190E 
even more of a pleasure to drive. 


A study in style 

The changes are totally in keeping with the vibrant 
personality of the car: the 190E is, as ever, lively, spirited and 
an exceptional handler. It also embodies all the outstanding 
qualities of Mercedes-Benz: impeccable engineering, the 
highest standards of safety and exceptional reliability. With 
its beautifully balanced performance and irresistible charm, 
the new 190E is setting a pace that's hard to follow. | 


Mercedes-Benz 


The unforgettable experience. 





alaysia Philippines Singapore Taiwan Thailand ; 
p & Carriage Bintang Berhad Commercial Motors Corporation C ven & Carnage Co. Industries Capital Motors Inc. ri Phanich Co. Ltd, 
9, Jalan 219 Mercedes Ave, San Miguel (1986) Pte Limited 53 Nan Kang Road, Sec. 3 Building No. 3 
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The upwardly mobile phone 


he airline seat — one of the last re- 
fuges from the mobile phone and 
all its works — is being conquered 
by technology. In the US and Japan 
it is already possible to make outbound calls 
using cellular radio-phones aboard aircraft. 
British Airways (BA) has offered airborne 
telephone services via satellite over the 
North Atlantic since early this year, and 
Japan Airlines (JAL) expects to follow suit in 
about two years across the Pacific, following 
experiments in 1987-88 and further tests 
with a high-gain aerial next year. 

So, before long, it should be possible to 
make a call while airborne over almost any 
part of the world — a marketing tool for air- 
lines which grab the opportunity. And 
though BA is at present limiting the service to 
its first and business class sections, with two 
telephone handsets in each class, and has so 
far equipped only two Boeing 747s, such 
services are bound to spread. BA's current 
charge of US$9.50 a minute is not neces- 





sarily any guide to future costs, because 


extra business volume should bring charges 
down. 

US services are provided by the com- 
pany Airfone, which has arranged linking 
and handing-off calls from aircraft to 


ground-based cellular radio-telephone com- 


panies, and for allocating charges and rev- 
enue between them. A handset-holder in 
the aircraft accepts various types of credit 
card, checks the credit details via radio and 
then permits the call to be made from a 


mobile phone which is taken to the passen- 


ger's seat. | 
JAL has been running a similar system on 
domestic flights, with three handsets on a 


747 and two on a DC10. These services have 
proved a boon to frustrated mobile phone. 
users who find their phones unusable be- 
cause signal propagation from inside an 


aluminium cocoon is virtually nil. 
The satellite-based services which should 
_ solve these problems are an offshoot of air- 
line research into worldwide instant com- 
 munications. There are already systems in 
the US, Europe and parts of Asia through 
which aircraft automatically report technical 
data, such as fuel consumption for each en- 
gine, turbine temperatures and the like, to 
their home bases. These "real-time" reports 
allow maintenance men to monitor continu- 
ously the technical health of individual air- 
craft, and even of individual engines. 

But these services run on very high fre- 
quency radio relay stations, and this spec- 
trum has become cluttered. To make matters 
. worse, there is a drive to automate other air- 
b reporting functions, such as that of air- 
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crew making position reports at intervals of 
an hour or more on oceanic flights. 

For all these improvements to be made, 
reporting will have to be made through 
satellites to air traffic control centres. All 
such communications will go via satellites 
run by either the International Maritime 
Satellite Organisation (Inmarsat) or the 
Soviet Union, depending on where the traf- 
fic originates. But the ground-station ar- 
rangements promise to be complex. 

For passengers, the possibilities extend 
far beyond merely making outbound phone 
calls. JAL's experiments, involvirfg Inmarsat 





and Japan's Ministry of Communications 


"and telecommunications giant KDD, found 
-in 1987-88 that both facsimile and voice ser- 
vices of high quality could be provided. 
Other experiments have shown that air-to- 
ground data links are perfectly feasible. 


i5 There is no technological reason why 


‘someone should not be able to make an in- 
"bound call to a flight. And the prospect of 
passengers being paged in the aircraft to 


take a phone call may be enough to drive 
manufacturers into making lightweight, 
low-cost handsets which can be built into 
each seat. u Michael Westlake 


A major bottleneck to the further spread 
of personal computers remains the key- 
board. Many people simply cannot type; 
others have to work standing up, which de- 
prives them of a lap on which to lay a laptop. 

A potential solution to the keyboard 
problem is machines that can recognise 





Speech. But speech recognisers typically 


have to be trained to respond to individual 
voices and are easily confused by back- 
ground noiseeThis makes them unsuitable 
for use in many working environments. 

For such applications, machines that can 
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read handwriting are an attractive alterna- ~ 


tive. Long the subject of intensive research 
in the laboratory, these machines are just ap- 
pearing in the marketplace. 

In February, the Japanese camera and of- 
fice equipment specialist Canon announced 
a notebook-sized machine called AI Note. 
This, Canon claimed, used the techniques of 
artificial intelligence to enable it to recognise 
letters, numbers and Japanese kana. 

With a blunt plastic pen, the user writes 
individual letters on top of a small window. 
Beneath the pressure-sensitive window is a 
liquid crystal display of the type that cal- 





culators use. It displays what was written, |. "n 


then the machine's inbuilt software guesses 
which letter the writer intended. If the guess 


is wrong, a stoke of the pen through the let- - 


ter deletes it. 

The pad, which weighs 740 g and costs 
about US$450, is only available in Japan. 
For the moment, its intended applications 
are much the same as those of a per- 
sonal organiser — mainly storing addresses 
and appointments. But this is already a very 
competitive marketplace. By July Sanyo had 
responded to Canon's product with a less 
innovative but cheaper (US$160) organiser 
that could also recognise hand written input. 

The first US handwriting recogniser to 
emerge from the lab is by contrast intended 
to penetrate a new niche. At the end of Sep- 
tember, Grid Systems, a California-based 
subsidiary of Tandy, introduced Gridpad, a 
hand held machine aimed at workers who 
have to fill in forms on the go. 

A publicity picture issued by the com- 


pany shows a highway patrolman using the | 


pad to make out a parkig ticket. In addi- 
tion, the company (whose track record in- 
cludes some of the basic patents on laptop 
computers) envisages nurses and delivery 
drivers as potential customers for the IBM 
compatible personal computers. | 

About the size of a clipboard, the US 
machine is both larger and heavier (2 kg) 
than Canon’s notepad. Its bigger screen al- 
lows a feature that the Japanese machine 
lacks — by tapping twice on the writing 
area, the user can summon up a picture of a 
keyboard as an alternative method of enter- 
ing letters (for those whose handwriting is 
truly indecipherable). But Gridpad also car- 
ries,a hefty US$2,795 price tag, making it 
more expensive than some laptops. 

If handwriting readers are to gain wide- 
spread acceptance then they will have to be- 
come cheaper. They will also have to get 
smarter. As yet, the machines are sluggish 
in response and can only accept printed cap- 
ital letters. a Bob Johnstone 
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COMPANIES 1 


Petronas dominates an industry and an e 'onomy 


Malaysia's oil giant 


By Nick Seaward in Kuala Lumpur 


hen Malaysia' s central bank earlier 
W this month needed M$1.15 billion 

(US$426.7 million) to keep Bank 
Bumiputra Malaysia Bhd (BBMB) afloat, it 
turned to Petronas, the Malaysian National 
Oil Corp., for the money. Funding the bank, 
in which Petronas already holds a 90% stake 
as the result of an earlier bail-out, will eat up 
about a third of current-year earnings of the 
oil company — not a happy situation for Pet- 
ronas, but one which highlights its pivotal 
role in the Malaysian economy. 

It has not always been that way. Back 
in 1974, Petronas started life with only 
four employees and very little knowledge of 
how to control production of Malaysia's 
most precious resource. Today, the corpora- 
tion employs some 15,000 people directly 
and indirectly and keeps a tight grip — some 
say too tight a grip — on some of the most 
powerful players in the international oil in- 
dustry. 

The next 15 years should see Petronas 
presiding over the most expansionist period 
in Malaysia's history as an oil and gas pro- 
ducer. As a result of the explo- 
ration boom now under way 
Malaysia's proven reserves are 
expected to double within the 
next five years, and its eventual 
oil production rate stands a 
good chance of reaching 1 mil- 
lion barrels a day (b/d), up 
from 540,000 b/d in 1989. In- 
creased production of gas will 
also make Maldysia a signi- 
ficant producer of petrochemi- 
cals. : 
Malaysia is therefore likely 7] 
to bein the rare position among | td | 
developing countries of having 
achieved a dominant position 
in its own oil industry before 
the bulk of its hydrocarbon re- 
serves were discovered or brought into pro- 
duction. The question now being asked is 
whether Petronas has grown too big to 
handle the upsurge in activity in the most ef- 
ficient way and whether the government's 
policy of privatisation should be imple- 
mented in the oil industry too. 

Privatisation would certainly make Pet- 
ronas more accountable. At the moment, it 
is very secretive. The outflow of information 
is very tightly controlled and foreign oil com- 
panies are prevented by the terms of their 
production-sharing contracts from talking to 
the press. The public relations units of both 
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Shell and Esso also tend to clear statements 
with Petronas before saying anything in 
public. No Petronas officer, from the presi- 
dent downwards, was prepared to be inter- 
viewed for this article. 

Membefs of parliament have little idea of 
what is going on either, as Petronas reports 
directly to the prime minister. Yet, some 
form of independent assessment and con- 
trol seems to be warranted not only by the 
huge influence Petronas has in such an im- 
portant sector of the economy, but also — by 
virtue of its structure — by the opportunities 
for a conflict of interest. 

Petronas not only regulates the entire oil 
and gas industry, for instance, but partici- 
pates directly as an upstream operator 
through wholly owned Petronas Carigali. It 
determines daily oil production nationwide 
in compliance with government policy, but 
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it is also a refiner and retailer of petroleum 
products on a commercial basis and sells 
crude on long-term export contracts. 

These apparent contradictions are the le- 
gacy of the Third World's growing economic 
nationalism of the 1970s. Founded in 1974 at 
the height of the oil crisis — a time when 
Malaysia's Muslim brothers were revelling 
in their new-found power, over the oil 
majors in the Middle East — Petronas mar- 
keted its first shipment of crude a year later 
and then proceeded to screw down Shell 
and Esso to tough new terms for their 
existing production areas offshore Sabah, 
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Sarawak and Trengganu in November and 
December of 1976. 

Having set the terms of the New Oil 
Order, the pioneering personnel at Petronas 
(by then numbering about 20), set about 
learning the oil business. The drilling of 
Carigali's first well came in August 1980; the 
first petrol service station opened just under 
a year later. In 1983, the huge joint-venture 
liquefied natural gas project came on stream 
in Bintulu, followed two months later by the 
Kertih refinery. In 1984, Petronas delivered 
natural gas to the Paka power station in 
Trengganu as the first stage of the Peninsu- 
lar Gas Utilisation (PGU) project. 

By 1984, Petronas was a highly profitable 
concern, confident of its own ability and 
willing to adopt a higher profile under its 
new chairman, Raja Tan Sri Mohar. “We 
have grown too big,” Mohar told one jour- 
nalist at the time, “even if we hide, people 
will try to pull the carpet up and say ‘what 
are you doing under the cloth?" Mohar in- 
stituted impromptu press conferences after 
contract signing ceremonies, while another 
more tangible result of the new policy was 
the release of Petronas' financial figures for 
the first time, 

Technically, Petronas is a company 
rather than a non-financial public enterprise 
subject to scrutiny by parliament. Theoreti- 
cally its annual report should be available for 
inspection at the Registrar of Companies in 
Kuala Lumpur, but few have been success- 
ful in requesting it. When Mohar authorised 
the release of its results for the year ending 
31 March 1985 — revealing 
pre-tax profits of M$6.8 billion 
on turnover of M$11.29 billion 
— it was the first indication the 
public had of Petronas’ profita- 
bility since its incorporation in 
1974. 

This enormous figure made 
it immediately clear why the 
government considered Pet- 
ronas too important an asset to 
be allowed to operate as an in- 
dependent company. A total of 
M$5.02 billion was paid to the 
federal government in taxes, 
export duties and royalties, 
plus M$2 billion in dividends. 
This represented more than 
32% of the federal govern- 
ment's entire revenue for calendar 1985. 
Furthermore, the company owned just 
under 1575 of the deposits of all the commer- 
cial banks in Malaysia. 

The sheer weight of money has enabled 
Petronas to operate as a private banker to 
the government. On occasion, it has almost 
usurped the role normally associated with 
the country's central bank, Bank Negara 
(BN). In October 1984, Petronas played a cru- 
cial part in efforts by BN to improve liquidity 
in the local money market by repatriating 
some M$3.5 billion of its overseas cash in- 
vestments. 
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Since the heady days of 1984-85, profita- 
bility has suffered somewhat. In the year to 
31 March 1986, group pre-tax profit was re- 
ported at M$6.52 billion on a turnover of 
M$10.97 billion. Payments to the federal 
government came to M$6.48 billion, while 
three state governments — Trengganu, 
Sarawak and Sabah — received M$602 mil- 
lion. In the latest figures to be released — for 
the year to 31 March 1988 — after-tax profit 
was put at M$2.3 billion but no pre-tax fig- 
ure was given. 

Petronas was — and still is — a remarka- 
ble success story. However, despite the op- 
timism in the exploration and petrochemi- 
cals sectors, its 15th anniversary celebrations 
this year have been marred by a string of 
both forced and voluntary retirements of its 
most senior personnel and their replace- 
ment by relatively inexperienced men. 
There is also bitter controversy within Pet- 
ronas over several key strategic decisions in- 
volving the building of a new refinery and 
the long-term sale of gas to Shell. Petronas 
insiders say the two are related. 

Following changes in the posts of chair- 

man and president 18 months ago, Petronas 
has lost its two senior vice-presidents and 
two of its five vice-presidents. None will dis- 
cuss the reason for his departure; however 
all are believed to have disagreed with the 
current autocratic style of corporate deci- 
sion-making: "They had been used to a 
more open style of management," said one 
source. 
According to highly placed people famil- 
iar with Petronas operation, the disenchant- 
ment started on 17 September 1984, when 
the oil company was strong-armed into bail- 
ing out state-owned BBMB for the first time. 
Petronas paid a total of M$1.26 billion in con- 
sideration for M$2.27 billion in debts which 
had originally been extended by BBMB 
and its Hongkong subsidiary, Bumiputra 
Malaysia Finance, to George Tan and his 
Carrian group and others. 

Ironically, some of the loans have proved 
to be extremely profitable to Petronas, back- 
ed as they were by Hongkong property 
pre value has soared since they were first 
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taken on the books. However, the BBMB af- 
fair set a dangerous precedent. 

In July the following year, Petronas was 
forced to buy a US$122 million Pratt and 
Whitney powered Boeing 747 airliner and 
lease it out to the then Malaysian Airline 
System (MAS), to help MAS wriggle out of a 
contract with Rolls-Royce. Then in March 
last year, Petronas paid nearly twice the 
market value for the Urban Development 
Authority's 36-storey Dayabumi office and 
retail complex. 

Two recent decisions in particular are 
thought to have been bitterly contested 
within the Petronas management: the deci- 
sion to build a new refinery in Malacca capa- 
ble of refining not only Malaysia's sweet 
crude but also heavy Middle Eastern sour 
crude; and the decision to sell natural gas to 
Shell at below market prices for its middle 
distillate synthesis (MDS) plant in Sarawak. 


T he need for an additional refinery is 


not an issue — the question is what 

type? Malaysia currently has four re- 
fineries — two owned by Shell, one by Esso 
and a small "topping" refinery owned by 
Petronas. Theoretical capacity is about 
214,000 b/d but the refineries cannot meet 
demand for the lighter "white" products, 
like aviation fuel and petrol, forcing 
Malaysia to import 40-50,000 b/d of refined 
products to meet local demand. 

Petronas has opted for a new refinery 
with two trains — one for the local sweet 
crude and one for sour crude. The decision 
seems strange as Malaysia does not produce 
sour crude and will therefore have to pay 
out foreign exchange to import half the 
feedstock for the refinery. In addition, there 
will be progressively less need in Malaysia 
for the heavier products, such as fuel oil and 
bitumen, for which sour crude is most 
suited. 

At present, Malaysia imports a small 
amount of heavy crude to meet demand for 
the heavier petroleum products which make 
up only a fraction of Malaysia's much lighter 
crude. As a result, two of the existing re- 
fineries are equipped to handle Middle East- 
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em sour crudes. However, with the coming 
on stream of the PGU II pipeline and the 
switching of the main power stations from 
heavy fuel oil to gas, there is expected to be 
such a surplus of the heavy residue from the 
processing of Malaysian crude that Shell is 
proposing a major investment to convert its 
main refinery to produce less fuel oil and 
more white products. 

One Petronas insider said that the board 
approved plans for a sweet train-only refin- 
ery after an exhaustive study of all options. 
However, a few months after the change of 
chairman, the decision was taken to go for 
sour as well. The result is that the cost has 
ballooned to M$4 billion. 

The sweet train will have a capacity of 
100,000 b/d, producing the high-grade 
naphtha and LPG. The sour train's capacity 
has yet to be determined by the planners, 
but reports suggest around 100,000 b/d 
also. One of its main products will be high 
sulphur fuel oil. Both parts of the Malacca re- 
finery are expected to be on stream by May 
1993, providing a major boost to Petronas' 
downstream marketing activities. The com- 
pany has been building up its share of the 
domestic white products tmarket — where 
prices are controlled by the government to 
prevent undercutting — to the No. 2 posi- 
tion. In the local petrol market, which is 
growing at an estimated 6% a year, Petronas 
enjoys a share of 18%, second only to Shell 
with 33.5%, 

Over the next few years, Petronas is set 
for a major recovery in profits, even if the oil 
price remains stagnant. By 1991, the second 
phase of the PGU is expected to come on 
stream, supplying gas to the main power 
stations on the peninsula and eventually 
across the causeway to Singapore. In addi- 
tion to the PGU II providing feedstock as the 
basis for a substantial petrochemicals indus- 
try, the switch to gas for power generation 
will free up substantial oil for export. 

The need to switch to gas is pressing. At 
present, total crude production in Malaysia 
averages some 540,000 b/d, of which 
220,000 b/d is consumed domestically; by 
1995, domestic energy consumption is ex- 
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pected to reach around 320,000 b/d of oil 
equivalent. Proven oil reserves in 1988 stood 
at 3 billion barrels — enough to last another 
15 years at current extraction rates. Gas re- 
serves, however, amount to 53 trillion ft? — 
enough to meet about 100 years of expected 
consumption. 

This desire by Malaysia to utilise more 
gas has given Shell a strong bargaining 
counter in its negotiations with Petronas 
over the supply of gas for its proposed 
M$1.8 billion MDS plant in Bintulu. On 22 
August, Shell formally signed an agreement 
with Petronas, the Sarawak state govern- 
ment and Mitsubishi of Japan on the sale of a 
combined 40% stake its former 100%-owned 
subsidiary, Shell MDs (Malaysia). However, 
the most crucial signing ceremony of all — 
for the long-term gas contract for the plant 
— had been kept well out of the public’s eye. 

According to informed sources, Shell has 
negotiated a substantial discount on the gas 
price of around 30%. With gas supplied at 
market prices, the MDS plant would have 
made a return of 4% on investment — not 
enough to warrant the huge investment in 
the first commercially sized plant of its type 
in the world. Even with the discount, said 
the sources, Shell MDS is expected to yield 
only a 10% return. 

At the signing ceremony, Shell chair- 
man, Mark Moody-Stuart, was somewhat 
evasive on the gas pricing but he did assert 
that “the project is not supported by the gas 
price.” Gas supplies, said Moody-Stuart, 
will be priced on a formula based on the 
price of crude oil and not — as was agreed 
with Singapore for PGU supplies — on the 
fuel oil price. 

Even if the return is as little as some 
people say, Shell will get a full-sized plant to 
demonstrate to customers and Petronas will 
get a steady customer for 100 million ft? of 
gas a day and a probable pipeline link be- 
tween its Luconia province and Baram Delta 
fields. The Mps plant will also produce 
500,000 tonnes ôf clean products a year: 
“Malaysia's liquid energy requirements are 
safe well into the next century." Moody- 
Stuart said. 

The MDs plant provides a useful safety- 
net if no more oil is found over the next 15 
years before proven reserves run out. How- 
ever, it may prove superfluous if industry 
analysts are correct in expecting oil produc- 
tion to have surged by the middle of the next 
decade as a result of the massive exploration 
programme now under way. 

If this expected transformation does in- 
deed come about, it will have been due to 
the introduction of new, relaxed terms to 
Malaysia's standard production sharing 
contract (PSC), on 4 December 1985. Before 
that date, exploration had dwindled virtu- 
ally to nothing — drilling being confined to 
development work on existing oil and gas 
fields. Since then, however, 23 new PSCs 
fave been signed with a wide variety of for- 
eign oil companies. n 
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he spate of resignations from Pet- 
ronas began last year with the ap- 
pointment on 10 February of a new 
chairman and a new president. Critics 
say the newcomers — Bank Bumiputra 
Malaysia Bhd (BBMB) executive chairman 
Tan Sri Basir Ismail and former secretary- 
to the Home Affairs Ministry Tan Sri 
Azizan Zainul Abidin, respectively — form 
a less balanced team than their predeces- 
sors, Raja Tan Sri Mohar Raja Badiozaman, 
the special economic adviser to the prime 
minister who had been chairman since 1984, 
and Tan Sri Abdullah Mohamed Salleh, the 
former chief secretary to the government, 
who had joined Petronas in 1979. 
Technically, Basir's chairmanship of Pet- 
ronas is*supposed to be a non-executive po- 
sition, but those familiar with the current 
workings of Petronas say Basir is calling the 
shots. They claim that Azizan — as the 
former private secretary to three prime 
ministers — is still unused to giving orders 
rather than taking them. Making matters 
more difficult for Azizan, who is a cultured 
and mild-mannered man, is that Basir is ab- 
rasive and quite prepared to ride roughshod 
over those who disagree with him. 


The result is that Malaysia's most impow 
tant corporation is now being run by some 
one new to the industry, whois also 
sible for the country's second-largest 
Azizan, meanwhile, is described as beir“ 
very secretive by nature and distrustful « 
those executives working under him. 

Basir's style of leadership is precisely th 
reason why Prime Minister Datuk Seri M. 
hathir Mohamad was attracted to him fiw 
years ago. Basis appointment has bee 
taken as a sign that Mahathir wants Pe 
ronas to be shaken up. If that is true, the 
Basir has amply fulfilled his brief already. 

Since the installation of Basir and Aziza“ 
Petronas has lost its two most experience 
executives. First to go was Datuk Rasta’ 
Hadi, on 9 January this year. Rastam virt. 
ally created Petronas in 1974, serving 
executive director, managing director ar 
then senior vice-president in charge of us 
stream operations. 

Then, in a series of moves which baffle 
the industry, Datuk Murad Hashim, senis 
vice-president in charge of the corporation 
downstream operations, was given Ra 
tam's job and a few months later in July w 
abruptly informed that his contract wou 
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Petronas has attracted foreigners back to its oul fields 


Refining the rules 


can claim success, it is in its ability to at- 

tract foreign oil companies to prospect in 
Malaysia’s five sedimentary basins. Since 
the introduction of new terms to the stand- 
ard Petronas production sharing contract, 
(PSC) in December 1985, 23 new PSCs have 
been signed with foreign oil companies, 
covering exploration and production in 
some 240,000 km2, or 58%, of the shallow 
waters of the continental shelf. 

Even if no oil or gas is discovered, the 
current exploration p e will have a 
direct beneficial effect on the local economy. 
Companies signing these PSCs have given 
bank guarantees on contracted expenditure 
of about US$500 million and the drilling of at 
least 86 wildcat wells between 1987 and 
1993. In 1987 alone — when preparations for 
wildcat drilling under the pew Pscs had 
barely begun — Malaysian-based com- 
panies received contracts worth M$1.4 bil- 
lion (US$519.5 million) from the upstream oil 
sector, while the oil sector as a whole account- 
ed for 24% of total private-sector investment. 


| there is one sector in which Petronas 
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Indications so far, however, are that oil 
will be found — and in quantity, Shell struck 
oil last year with its Kinabalu 1 field in SB1 
offshore Sabah. The well, which was com- 
pleted in a February 1989 test measured 
flows of 6,635 barrels a day (b/d). In addition, 
Japanese consortium Japex-Taiyo’s PMIO 
offshore Trengganu hit small quantities of 
hydrocarbons with its second test well, 
while Japan's Malaysian Baram Oil Deve- 
lopment has reported substantial flows from 
an onshore wildcat well in Sarawak. 

On 2 October, a consortium headed by 
Taiwan's Overseas Petroleum and Invest- 
ment Corp. announced an oil strike in its 
offshore Sarawak block, SK7. The flow mea- 
sured 1,800 b/d from the appraisal well 
South Acis-4 RDL, 65 km from Bintulu. 

Additional PSCs are expected to be signed 
this year and Petronas is working on a new 
PSC for the 100,000 km? of offshore areas 
with a water depth of more than 200 m. 
Judging by remarks made by Petronas presi- 
dent, Tan Sri Azizan Zainul Abidin, the new 
formula will be based on the existing PSC ne, 
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i, hes, qnos tiui ii cid is bibo if 
: be renewed. Murad had been brought 


» Petronas five years earlier by the prime 
ister after having been with Esso for 25 
ws, 11 as executive director. 


Basir then created a third senior vice-pre- 
ent position, with responsibility for fi- 
1e and services. This he filled with 


iated dosely with Basir in the rehabilita- 
1 of BBMB. Meanwhile, Murad's previous 


shallow water areas, probably with a greater 
provision for cost recovery. 

This apparent flexibility by Petronas 
stems from having learned a bitter lesson. In 
the three years before the introduction of the 
new terms in 1985, the average annual share 
of exploration wells drilled in Malaysian 
waters had dwindled to less than 20% of all 
drilling, compared with an average of 42% 
in the seven years to 1981. 

Clearly, it was unlikely substantial new 
reserves would be discovered with explora- 
tion dwindling to that level. Yet Malaysia 
has one of the highest drilling success rates 
in the world, with one well in six striking 
hydrocarbons. Why were the foreign oil 
companies not coming? 

In the era of generous concession agree- 
ments, significant discoveries were made by 
Shell and Esso. Esso had been allocated vir- 
tually the whole of the Malay basin, off the 
east coast of the peninsula, from 1968, while 
Shell had control over most of Sarawak and 
Sabah — its presence dating from the dis- 
covery of the Miri field in 1910. In 1976, how- 
ever, Petronas introduced new terms under 
its first PSCs, covering all existing production 
and discoveries — Esso had made major 
finds but did not start production until 1978 
— in addition to future finds. 

Out of every barrel of oil produced under 
the 1976 psc terms, 10% was paid in cash as 
a royalty, split equally between the federal 

d state.governments. Only 20% could be 
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job at downstream operations had been fill- 
ed by the former vice-president forefinance 
and services, Haji Ismail Hashim. 

On 14 March, the vice-president for legal 
and general services, Datuk Wan Ismail 
retired and on 2 May, vice-president for 
manufacturing, M. B. Hashim submitted his 
resignation. Hashim had been chief execu- 
tive of Petronas Gas and held a reasonable 
etn of being made chairman of the 
im subsidiary — a job which had 
beta leid bp Mora] bokan FA removal by 


Basir in favour of Azizan. osse mice 
dear, however, that i not 
be forthcoming, see 

Hashim’s scheduled departure from Pet- 
ronas in November is expected to be a major 
blow: during his 13 years with the corpora- 
tion he played a key role in getting the Bin- 
tulu LNG plant up and running. It now looks 
as if the senior upstream job will be taken by 
Dr Abdul Aziz Mahmud, vice-pre- 
sident in charge of production and explora- 
tion. a Nick Seaward. 


deducted by the oil companies to recover 
costs incurred in producing that oil and of 
the remaining 70% — the so-called "profit- 
oil" — Petronas took 70% (ie 49% of the total 
barrel) and the foreign oil company was left 
with 30%, or 21% of the total barrel. The 
terms for gas finds were slightly different, 
with cost gas allowed up to 25% of gross 
production. 

In addition, the 1976 PSC stipulated the 
payment of a signature bonus, a bonus of 
M$2.5 million for discovery of oil and pro- 
duction bonuses of M$5 million for every 
50,000 b/d. 


or Shell and Esso, with commercial 
F discoveries already achieved, the PSCs 

were worth signing, even if their 
share of profits was much reduced. How- 
ever, only two new companies came 
in to explore in Malaysia under those 
terms. 

BP started prospecting in northern Sabah 
in 1980 but pulled out some five years 
later after drilling seven dry holes. Then in 
1982, Elf-Aquitaine signed for SK3, off 
Sarawak, with an additional undertaking to 
give Carigali, the Petronas production 
offshoot, a 15% interest through an agreed 
number of wells. According to senior Pet- 
ronas sources, Elf-Aquitaine had drilled 
seven wells and made one marginal con- 
densate discovery. In April last year, the 
French oil company signed on for the same 
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block under the new, liberalised PSC terms. 

The chairman of Petronas when the new 
PSC was introduced, Raja Tan Sri Mohar bin 
Raja Badiozaman. Mohar told the REVIEW 
that when he joined Petronas in 1984, he 
was immediately aware that applications for 
new prospecting areas had shown "a very 
noticeable drop . . . I had to ask: ‘what are 
the factors — is it because of the recession; 
are people going to other areas; are our 
terms too stiff?” 

Senior sources still with Petronas say the 
company was forced to accept what the oil 
companies had realised some time before. 
“The big fields have all gone,” one told the 
REVIEW. “The possibilities are still there with 
big untested structures, but the source rocks 
are uncertain.” In other words, some oil was 
there but oil companies needed a better 
prospect of recouping their money before 
committing themselves to expenditure. 

Having decided that the future lay with 
small to medium-sized fields, Mohar said 
that Petronas set about making its terms 
competitive with those of China and In- 
donesia. The new PSC was announced on 4 
December 1985 and has been a great suc- 
cess? 

The 10% royalty remains as before but, 
crucially, the cost oil element was increased 
from 20% of gross production to 50% (and 
60% for gas finds). In addition, the split 
of the profit oil between Petronas aNd the 
contractor was put on a sliding scale to 
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encourage development of smaller fields. 

For the first 10,000 b/d produced under 
the new PSC, the split is 50:50. For the next 
10,000 b/d the split becomes 60:40 in Pet- 
ronas's favour, reverting to the original 
terms of 70:30 for any production over 
20,000 b/d. All bonus payments are waived. 

On the other hand, Carigali has to be 
given a minimum of 15% equity and an op- 
tion to participate in commercial discoveries 
without having to pay any share of the ex- 
ploration expenditure. The life of the PSC is 
also set at 15 years, compared with 25-30 
years in Indonesia, and export duty is still 
levied at the rate of 25% on all profit oil, so 
unless a company refines its oil in Malaysia 
(only Shell and Esso have local refineries), a 
discovery which would be commercial in 
other countries may be left untapped. 

The tax regime is the aspect of the new 
PSC system which seems to draw the most 
criticism from the oil companies. In addition 
to the export duty, they are also disgruntled 
with the "ring-fencing" of every PSC, which 
prevents tax losses being offset in other 
areas. For these reasons, one senior oil-man 
told the REVIEW, isolated fields with reserves 
of 30-40 million barrels will probably be 
deemed non-commercial. 

Petronas personnel who were involved 
in the drafting of the PsC say that tax was 
taken into account from the onset. "AII fields 
will be developed — it's a function of price 
and the price will be US$60 a barrel," said 
one. In his opinion, any field with reserves 
above 20 million barrels will be brought on 
stream. 

The operational environment produced 
by Petronas seems to have met with a mea- 
sure of approval from the new entrants. All 
costs claimed for recovery have to be 
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scrutinised by a joint procurement commit- 
tee, but the level at which competitive bids 
must be sought for supply and equipment 
contracts has been raised from M$50,000 to 
M$150,000. 

Foreign oil companies have been bidding 
competitively for blocks by offering more 
wildcat well drilling commitments, more 
seismic slots and a greater equity share 
for Carigali above the 15% stipulated 
minimum. Idemitsu and Pecten, for in- 
stance, secured SK1 in May 1987, by offering 
a 20% share to Carigali, while Occidental is 
rumoured to have stolen SK6 from under 
the noses of Esso by bidding six wells as op- 
posed to Esso's four. 

Esso and Shell were outbid on several 
other blocks but they are showing no sign of 
dismay at seeing their cosy tripartite re- 
lationship with Petronas being blown apart 
by the entry of so many other oil companies. 
Esso itself has signed new PSCs for blocks ad- 
jacent to its existing production areas. 

The chairman of Esso Malaysia, Charles 
Roxburgh, in written replies to REVIEW ques- 
tions, said that one of the reasons Esso went 
for the blocks was that with production 
facilities in place nearby, ^we may be able to 





EN E R G Y 


Burma takes a foreign partner in its otl search 








By Bertil Lintner in Bangkok 


hen Burma's state-run Myanmar 
Oil and Gas Enterprise (MOGE) 
signed a production-sharing agree- 
ment with Yukong Co. of South Korea on 
3 October it was seen as a milestone in 
Burmese oil exploration. It is the first time 
since 1963 that a foreign company has been 
allowed to prospect for onshore oil in 
Burma, whose total reserves could Be as 
much as 3-5 billion barrels. 

Yukong Co. has signed a five-year explo- 
ration concession, coupled with a 20-year 
production sharing agreement, for a 39,000 
km? flock of central Burma. Exploration 
alone is expected to cost the South Koreans 
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US$77 million. 

If oil is struck, a production sharing 
agreement will allow Yukong to keep 30% 
of the oil, after recovery of costs, with 
the Burmese Government taking the rest. 
There will be no Burmese involvement in 
either prospecting or production, and 
Yukong is expected to sell minority stakes 
in the concession to other South Korean 
companies. 

But while Yukong is the first com- 
pany to have been given permission to 
operate in Burma, it will fiot be the last 
— the government in Rangoon has also 
announced that nine more foreign com- 
panies will be awarded concessions before 
the end of the year. Among the likely con- 
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develop newly discovered oil accumulation 
that would otherwise be too small to justif 
the investment." 

Shell, meanwhile, has signed contract 
for Blocks SB1 and SK5 under the new rs 
terms and — more importantly — renewe 
its PSC for the Baram Delta, where Shell : 
producing oil at the rate of 100,000 b/d unde 
an old-style psc signed in 1976. The ne 
Baram Delta PSC is unique, in that Cariga 
becomes the operator of all nine oilfields an 
the Miri crude oil terminal in a 50:50 joir 
venture with Shell. 

Shell has a technical service agreemer 
and has undertaken to inject the M$1.4 bi 
lion required to install an additional 20-2 
platforms needed to extract the remainin 
proven reserves of 400 million barrels. Th 
PSC also involves the construction of a ga: 
gathering system, to draw on the 2 trillio 
standard ft? of reserves in the delta. 

Total expenditure in the Baram Delta i 
put at around US$2 billion over the 15-yea 
life of the new contract but the reward 
could be very high. Privately, Petrona 
sources estimate that the Baram regio 
could hold reserves of oil alone of around 
billion barrels. 

More importantly, the signing of a nev 
PSC for an existing oil-producing are 
with the original contractor is being see 
as a deliberate signal from Petronas that th 
15-year time-limit should not be a discourag 
ing factor in the evaluation of Malaysia b 
foreign oil companies. Petronas chairma: 
Tan Sri Basir Ismail made the point with hi 
characteristic bluntness at the signing cere 
mony on 24 March this year. “We have, 
said Basir, “provided proof that there is ir 
deed ‘life after the PSC,’ so to speak.” 

B Nick Seawar 


Burma's oil output 
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tenders are Amoco, Exxon, Petro-Canad. 
and Japex. 

Prospects for oil are located in a rift basi: 
stretching from the upper Chindwin Rive 
area in the Hukawng Valley in Kachin Stat 
down to the coastal region in Moulmein 
dose to the Thai border in the southeast 
The Burmese Government has divided thi: 
potential oil belt into 10 blocks, designatec 
from A to J, and the foreign companies wil 
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each be allotted an area to explore. The 
forthcoming deals are expected to be struc- 
tured much like the agreement between 
Yukong and MOGE. 

In the 1970s, Japanese, German, French 
and Italian oil companies sank 18 wells 
in the Gulf of Martaban without success. 
Finally, in 1977 the government suspended 
all foreign participation in offshore ex- 
ploration. The prospects for onshore dril- 
ling, however, are thought to be much 
better. 


located in a string of fields at Mann, 

Htaukshabin, Chauk, Yenangyaung 
and Myaunaung along the Irrawaddy River 
in Magwe Division, is all from wells drilled 
to about 3,000 ft to 7,000 ft. Three oil fields 
account for 90% of Burma's total oil produc- 
tion: Yenangyaung and Htaukshabin 13% 
each and Mann 64%. 

But production at these three fields has 
dropped considerably over the past few 
years, due to the natural decline of old wells 
and shortfalls from the new wells stemming 
from outdated equipment and mismanage- 
ment. 

In 1980, MOGE's predecessor, the Myan- 
mar Oil Corp. (MOC), drilled about half a 
dozen test holes. MOC had hoped to reach 
18,000 ft with new deep drills, which had 
been purchased with financing from Chase 
Manhattan Bank. But because of an acute 
shortage of qualified Burmese drillers, com- 
bined with the policy of banning foreig- 
ners from participating in the explora- 
tion, none of these test holes got deeper 
than 10,500 ft. Nothing substantial was 
found — and in April 1988, Burma had to 
import oil for the first time in decades. 


C urrent Burmese production, which is 





South Korea’s quest 


South Korea’s foray into Burma is the most ambitious step to date 
in South Korea's attempt to increase its oil reserves to 20% of con- 


sumption by early next cen 


Since 1981 South Koren to spent about US$465 million dril- 
ling for oil overseas. By the end of August, these efforts had 
yielded about US$200 million in oil. Imiported oil from South 
Korea's three producing ventures overseas accounts for 4% of 
domestic consumption, according to Cho Ki Bong, director of the 
Ministry of Energy and Resources' petroleum development divi- 
sion. All of the country's petroleum is imported. 

South Korean oil companies are expected to accelerate their 
overseas investments in the next decade, reflecting the belief 
among many South Korean officials that the country must redou- 
ire oil reserves as a matter of national sec- 
urity. Cho projects that South Korean firms will invest about 
US$500 million abroad over the next five years. By 1995 about 
10% of the country's oil will come from South Korean overseas 


ble its efforts to a 


ventures, he estimates. 


Burma's oil potential 
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The domestic production fell from 25,000 
barrels a day (b/d) in 1986-87 to 15,000 b/d in 
1987-88. 

Burma's strongest potential for develop- 
ing new oil fields lies at depths of 18-20,000, 
possibly achievable with foreign help. The 
United Nations Development Programme 
concluded in a December 1988 report on 
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Burma's economy: "The potential future for 
oil and gas discoveries remains substantial." 
The most promising area may be the 
hitherto virtually unexplored upper Chind- 
win River basin. 

However, the report in the Working 
People’s Daily's 4 October edition on the 
signing of the agreement with Yukong said 
that MOGE is currently concentrating its ef- 
forts in the Central Burma basin around 
Prome and in the Irrawaddy Delta region 
“where accessibilities and communications 
are comparatively easy and convenient and 
where the infrastructure is favourable." 
Sceptics hasten to add that these conditions 
are favourable only by Burmese standards 
— and the state-run newspaper indirectly 
alluded to some of the more severe prob- 
lems which are likely to arise in exploring 
other, more promising areas. 

In the Hukawng, Valley, for instance, 
only a narrow dirt track through a swampy 
jungle connects the exploration area with 
the nearest railhead at Mogaung on the 
Mandalay-Myitkyina railway. And even the 
train from there takes three days to reach 
Rangoon and the sea. In addition, the dense 
jungles in the valley itself, as well as the rug- 
ged, surrounding hills are the stamping 
grounds for ethnic Kachin rebels, who have 
been fighting for autonomy for the past 28 
years. 

Even under the best of conditions in the 
more favourable areas, drilling is not likely 
to begin before 1991 and no substantial pro- 
duction can be expected before the mid- or 
late 1990s, informed sources say. General 
political instability in Burma is another factor 
which has made several other companies 
hesitate — but Yukong, apparently, is will- 
ing to take the gamble. ^ 


tion, handing out about US$30 million in venture capital funding 
Develocun ent 


each year. The money comes from the Petroleum 


14 countries. A 


coast. Exploration 


oil com 


Fund, which is financed by a steep tax on petroleum imports. 
The Ministry of Energy and Resources coordina 
exploration. The ventures are managed 
with the exception of the state-owned Pedeco. 
South Korean firms are currently involved with three 
ing fields, in Indonesia (Sumatra), North Yemen (Marib) and 
Egypt (Kaldha). Exploratory drilling is under way at nine more 
sites. Projects in three countries — Indonesia, Mauritania and 
Brazil — were unsuccessful and have been abandoned, after 
cumulative investments of US$24 million. 
The government is also studying an additional 17 projects in 


tes all overseas 
by private companies, 


from Vietnam is under consideration, 


despite the complications arising from a lack of diplomatic recog- 
nition. Other countries where ventures are being considered in- 
clude Algeria, Canada, Colombia, Dubai, Ecuador, Libya, Pakis- 
tan, Papua New Guinea and Peru. 

South Korea has had little success in | 


rospecting off its 
in the 1970s, and US$150 million 


has been invested to date, about US$100 millior of it by foreign 
panies, said Cho. Despite the investment, 


only st 


ted quantities of natural gas have been discovered. 


The South Korean Government assists the overseas explora- 
a 
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ECONOMIC MONITOR: 


NGAPORE 


Growing strong 


ost economists are revising their 
GDP growth forecasts for Singa- 
pore for 1989 upwards — from 
about 7% to 8%. The economy, 
which was widely expected to slow substan- 
tially from 11% growth in 1988, is still going 
strong, with a slowdown in export growth 
being offset by strong domestic consump- 
tion. 

Official data shows that GDP grew at 
about 9.1% in the first half, and growth 
should easily average 8% for the year. This is 
higher than generally expected from Hong- 
kong (4-576), South Korea (6-7%) or Taiwan 
(6-776) this year. Singapore is benefiting 
from its neighbours' booming economies — 
this year, Malaysia's GDP is expected to grow 
by at least 8%, Indonesia's by about 6.5%, 
and Thailand's by at least 10%. 

However, slower growth in the US, Sin- 
gapore's main export market, is finally ex- 
pected to have an impact on Singapore's 
economy next year, when GDP growth is ex- 
pected to slow to about 6%. 

On the domestic front, Singapore's al- 
ways tight labour supply is expected to re- 
sult in wage increases, which will in turn 
lead to increased domestic consumption. 

Manufacturing, which has been the 
main driving force behind Singapore's ex- 
pansion in the past two years, is showing 
signs of flagging. This sector in Singapore is 
dominated by US multinational electronics 
firms manufacturing mainly for export, and 
the anaemic state of the high-technology 
sector in the US is affecting manufacturing 
locally. 

Yearly growth in manufacturing slowed 





from 18.4% in 1988 to 11.1% in the first quar- 
ter and 8.6% in the second quarter of 1989. 
Some sources say that the latest reports indi- 
cate a stabilisation of orders by disk-drive 
and other electronics manufacturers, which 
may mean that this sector's troubles are 
largely behind it. 

Mainly because of increases in govern- 
ment-mandated levies, such as those for the 
Central Provident Fund, unit labour costs 
have been increasing throughout this year, 
by about 9.8% in the first quarter and 8.7% 
in the second quarter. This may prompt for- 
eign investors to automate their Singapore 
operations and move labour intensive oper- 
ations to cheaper-wage countries such as 
Malaysia — a policy the Singapore Govern- 
ment is encouraging. 

Despite increasing labour costs, Singa- 
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pore retains its competitiveness because it 
currency has held steady against the US dol 
lar, unlike the currencies of Taiwan or Soutl 
Korea. 

However, the price of rising consump 
tion may be an increase in inflation. The con 
sumer price index (CPI), which has tradition 
ally been stable in Singapore, has been rising 
steadily since late last year. For the eigh 
months to August this year, CPI growth av 
eraged 2.1% with the monthly August fig 
ure rising to 2.6%. Some analysts believe the 
CPI figures mask Singapore's real inflatior 
rate. The expatriate cost of living index, é 
more accurate reflection of the consumptior 
patterns of Singapore's middle class, ros 
9.1% in the first eight months of this year. 

One of the factors suppressing inflatior 
is the strength of the Singapore dollar 
which has been rising in tandem with the 
US dollar, gaining about 12% against the 
yen so far this year. Most of Singapore's con 
sumer durables are imported from Japan. 

Trade has been very erratic, and it wa: 
the weakness in trade earlier this year tha 
led many analysts to predict a slowdown fo: 
1989. However, in August exports increasec 
by 19% after a 3% rise in July. Tourist arrival: 
have also been growing smartly — by 15% 
in the first half of this year. 

Singapore's visible trade deficit — it gen 
erally posts a deficit on this account — i: 
likely to increase slightly from last year’: 
level of about US$2.3 billion, but the curren 
account will remain in surplus. Last yea 
Singapore's current account surplus wa: 
about US$1.7 billion and no great change is 
expected this year. a N. Balakrishnar 


Company results 











% change %change Dividend 
Company Period Net profit on period Turnover on period (prev.) Comment 
Poseidon Y 30 June A$29.78m +105 A$173.43m +241 na. Earnings from the Australian gold miner expected to double againinthe =. — 
vine |. (US$133.9m) _ CO)  tonnjyetllowngisegensoninbheKdpoesperplpgd — 
Straits H 30 June S$20.39m +29 $$162.3m +45 = na —  Profitsincrease includes $$13.83m in extraordinaries trom sale 
.. Trading Co. (US$10.4m) ON) — {RE} — eie ens Increases in investment and interest income, and improved tin — 
. YuenFoong — H30June  NT$724m +175 NTS5 48b +286 — nl —— Taiwan'stargest maker ot printed and coloured paper isabouttoexpand — 
Yu Paper . (US$28.3m)  (S$?M5m . (m) — capacity but this could aggravate upcoming oversupply situation” — ^ 5 —— 
 AcerComp.  H30June NT$170m. —542 .  NT$503b (dii ———M—— ha cde dit duode has grown hugely inthe last — 
<1 aa | (US$6.7m) (US$196.9m) IL odi) sake . fiveyears, but now faces a glut in the market ——— 00 
Union Pioneer + 30 June Baht 7.35m +144 Bahídom 8 N . Saha Union group a nings persharerise only 
Fabric . (US$284 332) (US$5.4m) mu - (nil) — S*aferdoubingitscaptalastyet — — — 
Thai Wah H30June  Baht56.7m +263 Baht 917m +439 nil processor/trader is increasingly developing as a property company, — 
.. Corp. ò (US$2.2m) . ia (US$35.5m) = (nil) - LL with several hotel developments planned. - Uum as m masa Ss Re e 
Tristate H30June  HK$37.13m 4231 HK$378 8m +348 M5HK o — -Bemodenoisteni Hongkong hoidng company's proftemfcdur —— 
Holdings = 1 (US$46m . .. (US$486m) — (HK) — increasing labour and overhead costs 
Pacific .—.  Y30June A$263.3m +416 ES) SS 70M Dividend is fullylrankad. Prois expacted to rise as view acusi 
= - (US$203.3m) usa — — Ms — oe integrated. International operations accounted for 32.4% of sales. ————— — 
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We're not 


VENERE 
PO 77i 


In today’ s volatile political and 
economic climate, securing your personal 


wealth must be a priority. That, plus en- 
suring there are real prospects for growth. 


For those with substantial financial 
assets, our Hong Kong and Singapore 
offices will open the door to a range of 
opportunities for international invest- 
ment. Tax and Inheritance Planning and 
Investment management are among the 
vehicles we can use to minimise your tax 
liabilities, preserve your capital and thus 
safeguard you and your family's future. 


YOUR PRIVATE BANK 
Through a persohal adviser, your account 
executive, all the skills of a banking 
network spanning 40 countries can be 


just opening 





mobilised to bel you achieve your goals. 
We have both the time and resources to 
ensure your funds are invested in the best 
possible way, balancing risk and return in 
line with your needs. 

Nowhere will you be assured a more 
professional, discreet, efficient and 
personal service — worldwide. 

To find out more, please contact: 
Steve Ushiyama, 2901-4 Admiralty 
Centre, Tower 1, 18 Harcourt Road, 
GPO Box 10126, Hong Kong, or 
telephane (852-5) 823. 2122/5. 


Lloyds Bank 
International 


Private Banking, 
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NO ONE OPENS THE DOOR TO AMERICA 
LIKE NORTHWEST. 


What does service mean to Northwest? It means giving you more choices 
and options. From 12 cities in Asia we can take you through 8 U.S. gateways 
and onward to over 200 cities across America. No other airline offers you 
this much choice. 

To the over 1,000,000 passengers that fly the Pacific with us each year, 
it means getting you where you want to go, when you want to go, as easily 
as possible. 

For reservations call Northwest Airlines or your travel agent. 

Who takes you right to America's doorstep? Northwest Airlines. 
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The only bilingual 
Telephone Directory for 
China published 
semi-annually 


In order to maintain CPB’s accuracy and timeli- 
ness CPB is published twice each year, covering 


Spring/Summer (available January — June) and 
Autumn/Winter (available July — December). 















Given the frequency with which 
place in China amongst both the domestic and 








guarantees its users the most up to date and accu- 
rate listings available anywhere, of the most 
important contacts in China. 


Our database is constantly updated to bring you 
the latest listings you need, when you need them. 


. You can save 15% off the combined price by ` 
ordering | both the Autumn/Winter and the 1990 


"90, the Sp edition will be sent to you 
kaata the moment it becomes available if 
you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips ... but 
you'll save money at the same time. 

1989 & 1990 Editions 

Autumn/Winner — July — December '89 
Spring/Summer — January ~ June '90 



















Phone Book Co. Ltd is a wholly owned 
| of Review Publishing Company Li- 
d mited, Publisher of the Far Eastern Economic 
pt wai Asia’s reg pobita. 


A vital reference for anyone interestec 
in doing business with China. j 


* Completely updated listings — 
* Unique classified pages 
* Designed for maximum usefulness 
e Lists all foreign companies and joint ventures 
* Useful selection of Chinese firms 
e Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use | 
* Good for travel or office reference 
* Names and addresses i inb oth com and Chinese 


| and unn X 


The Classified Page 


stake | 


foreign business and banking communities, the | 
semi-annual frequency of The China Phone Book | 


mmer editions now. Available in Jan — 
















relevant companies in China of interest to the businessman or tourist. It is 


specifically. intended to give you easy access to its contents through a well 


med computer generated classification and indexing system. Irrelevant 
sary information has been eliminated to reduce bulk and allow 
you efficient ac cess, .— 





The China Phone Book includesa Classified Page Section covering majorcities 
in the PRC. Over fifty categories of listings are included to give you updated, 
accessible information on China services, accommodations, travel, etc. Class- 


ified listings include: 
e Airlines * Business Services * Computer Services 






RDER YOUR COPIES NOW! 

poene mene nene m e mener 
To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 

Please rush me copy/copies of the China Phone Book as-indicated: 


Name |. 2.2.2.1... 


(Please prínt in Block Letters) 
CUMDBEHE ou eu ee a, 














n China Phone Book 1989 Autumn/Wi inter Edition. 
Price: Hong Kong: HK$375, Elsewhere: US$62 tinclusive of airmail postage}. 


No. of copies: eene 
China Phone Book 1989 Autumn/Winter and 1990. SpringSummer Editions 
combined set at 15% savings. Send 1989 Autumn/Winter Edition immediately and 


1990 Spring/Summer Edition immediately upon publication in Jan 1990. 
Price: Hong Kong: HK$638, Elsewhere: US$105 inclusive of airmail postage). 


No. of set8: ec Lese 
H enclose in payment thereof (cheque payable to The China Phone 
Book Co Ltd) 


CI prefer you Fa Pn ee Sr ers to my credit card (tick one): 
C] American Express Œ Diners Club (© Master Card 
CU NO noue oe LL t b eta seta Ei iei ALET, Exp. Date: 0. HONTE 
HANE oen oe Em Le elt — T— 
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Eyeless in Java 


or the past few months, the Jakarta 

Stock Exchange (JsE) has been dri- 

ven by the "bigger fool" theory as 

money managers over the world 
scramble to Indonesia for a piece of the ac- 
tion. But while some may still be harbouring 
the faint expectation that an increase in vol- 
ume would usher in commensurate im- 
provements in standards and practices, 
some recent manoeuvrings should give 
pause to even the blindest naif. 

On 16 October, the state capital markets 
agency Bapepam quietly approved a 
US$335 million main board new share issue 
by Indocement, a 35% government owned 
company which produces over one-third of 
the country’s cement. Bailed out once al- 
ready at a cost to taxpayers (or rather, In- 
donesia’s hapless state-owned banks) of 
U5$325 million in 1985, Indocement had ac- 
cumulated deficits of Rps 228 billion (US$128 
million) as of 31 July. 

One of the few allegedly hard and fast 


rules to govern the JsE is that a company 


must have been in profit for two years before 
attaining main board listing. In the case of 
Indocement, which is 65% owned by a 
group of politically powerful businessmen 
led by Liem Sioe Liong, the Ministry of Fi- 
nance has granted a waiver, apparently on 
the grounds that Indocement chief execu- 
tive and presidential cousin Sudwikatmono 
promises the company will swing into the 
black. 

Notwithstanding a decade of losses and 
ill-considered investments, Indocement’s 
owners will do nicely by the flotation. A 
quarter of the new issue will be old shares, 
with the government expecting to cash in for 
US$23 million and Liem and businessman 
Djuhar Sutanto splitting US$46 million be- 
tween them. Sudwikatmono and Indoce- 
ment shareholder Ibrahim Risjad will clear 
US$6 million apiece. Meanwhile, more than 
Rps 50 billion in carried-forward foreign ex- 
change losses remain on Indocement's 
books and another Rps 50 billion in pre- 
operating expenses — Indocement opened 
its doors in 1971 — has still to be amortised. 

But that's not all by any means. The sec- 
urities arm of Liem's Hongkong-based inter- 
national holding company, First Pacific — 
which prides itself on its professional man- 
agement and alleged independence from its 
majority shareholder — has been aggres- 
sively flogging Indocement shares to Lon- 
don fund managers. But just to make sure 
no stone is left unturned, a new offshore 
unit trust is being rushed into existence to 
ensure a stellar take-up for Indocement and 
à few other selected new counters. 
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HCB Investment Services, a wholly 
owned subsidiary of Hongkong Chinese 
Bank (HCB) is floating the latest Indonesia 
fund. Its US$30 million "Java Fund" will be 
co-led by Daiwa Bank, Long Term Credit 
Bank (LTCB) of Japan and Lippo Bank. HCB is 
owned by a company jointly controlled by 
the Lippo and Salim Groups. Both are, for all 
intents and purposes, owned and run by 
Liem. 

Interestingly, the Java Fund prospectus 
mentions the prospects of a listing in 
Luxembourg, Singapore and Hongkong but 
notes that "assurances cannot besgiven" that 
one will actually be attained. Further, says 
the prospectus, no dividends will be paid 


Liem's listings 


(garments) 





and no capital gains will be distributed from 
the Java Fund until 2004. 

The prospectus also mentions that the 
majority of the proceeds will be invested in 
Indonesia's "manufacturing, industrial and 
financial sectors," This makes sense. Not 
only is Indocement coming to market, but so 
are five Lippo Group companies: Lippo 
Pacific Finance, Lippo Life Insurance, com- 
puter services company Multipolar, gar- 
ment maker Mayatexdian and Lippo Bank 
itself. In another exhibition of the hand 
being faster than the eye, the subscription 
period for Lippo Bank closed 13 October 
with many brokers never having seen the 
prospectus. 

All five Lippo companies are slated for 
listing between 10 October and 10 Novem- 
ber, all presumably have debts (to Daiwa 
and LTCB, perfaps?) that need to be whittled 
away by a good dose of equity, and several 
or all will no doubt end up being partially 
held by the Java Fund. With international 
demand for Indonesian shares still outstrip- 
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ping supply, Shroff predicts that whatever 
Java Fund shares Liem and Co. feel like plac- 


ing out will be snapped up by the unsus- » 


pecting. As far as debt to equity conversions 
go, this one is a lulu. ti Jonathan Friedland 


South Korean financial institutions have 


used the newly loosened foreign investment - RS 
regulations to start fulfilling their fantasies | ~ 
of becoming swashbuckling international |. 


financiers. 

Banks and securities houses are falling 
over themselves to set up operations in 
every financial centre from Hongkong to 
Luxembourg to New York. But London, 
with its unique blend of old world culture 
and lax post-Big Bang regulation, is the 
favoured spot for the South Koreans. So far, 
11 of the country's 25 securities companies 
— which are each allowed to invest US$30 
million overseas — have set up operations 
there. Moreover, six South Korean banks 
have full branches and another four have 
representative offices there. 

South Korean securities firms are buying 
and selling securities in London in such vol- 
ume that they have added significantly to 
demand for South Korean equity-related is- 
sues on the overseas markets. Prices on the 
five outstanding South Korean convertible 
eurobonds have recently been pushed to ex- 
traordinary premiums — about 130-190% 
above the underlying common stock. South 
Korean demand has also helped boost 
prices on the two big closed-end mutual 
funds, the Korea Fund and the Korea 


Eurofund, which are the only way most in- 


vestors can approximate a diversified South 
Korean equity portfolio. * 

Since its Big Bang in October 1986, Lon- 
don is a wide-open market where almost 
anything goes. But business by the London- 
based South Koreans is being done with a 
nod and a wink, since Seoul's regulators 
have officially given South Korean securities 
houses permission only to have representa- 
tive offices, which are not allowed to buy, 
sell or trade securities. In short, they are not 
supposed to be doing business. 


But the South Koreans are doing busi- | 
ness, and they are doing it on a significant | 


scale, according to non-South Korean sec- 
urities firms. But if anyone asks, they take 
cover behind the fiction that all business is 
booked through Seoul. . 

Why? The answer is simple — South Ko- 
rean Ministry of Finance officials are terrified 
by the issue of reciprocity, and they worry 


that foreign firms in Seoul might ask for the |- 
same liberties fhat South Koreans arQjakir® | 
abroad. a Mark Clifford 
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^n Friday, 13 October, the global 
‘bull market for equities was 
|} shown to be dangerously fragile. 
While leading economists do not 


> ensa word Ro n ue e OUR 


 raging bulls into tacitum bears, the bloom 
has come off tactics which have boosted 
markets around the world. Future gains in 
all markets, they suggest, are unlikely to be 
anywhere near as great or sustained as they 
have been in the recent past. 

For Asian markets especially, the short, 
sharp collapse carried the warning of turbu- 
lence ahead. The Asian markets' location in 
the time zone immediately after world 
leader Wall Street, and the now dominant 
role in these markets of foreign institutions 
heavily invested in a narrow range of 
"index" stocks, ensures that any nervous- 
ness in the US will be transmitted to regional 
markets and probably magnified. 

The danger is imminent. Industrial coun- 
try stockmarkets are now in a state of uneasy 
and volatile maturity. Price-earnings ratios 
(p/es) for 1989 of 11.5 in New York and 56 in 
Tokyo on 13 October are still lower than they 
were before the crash of October 1987, but 
still greater than prospective earnings 
as the global economy slows. 

"In the US, we have seen 
weak corporate earnings and 
we are going to see more, com- 
ing hand in hand with a weak 
economy and a two strong dol- 
lar," said Robert Brusca, chief 
economist of Nikko Securities 
in New York. "And each time 
New York catches a cold, 
Tokyo at least sneezes." 

Takeover-related premiums, 
largely responsible for the forth 
generated over the past two 
years, will dissipate as highly 
leveraged debt financing falls 
further out of fashion.. Old- 
fashioned stock pickers, not 
last year's glamorous raiders, are moving to 
the fore. Volume is expected to contract. 

The fate of the US economy looks again 
to be turning on the impact of actions by the 
Federal Reserve, the US central bank, to 
finesse continued growth while avoiding re- 
cession. While most economists believe that 
the maggins for error are large enough to 
pansy dec failure, the edginess of global 
markets was made apparent by the ostensi- 
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ble catalyst for Friday the Thirteenth — the 
collapse of a US$6.8 billion sale of UAL 
Corp., parent of United Airlines. 

“Why did a failed leveraged buy-out deal 
specific tohe US cause international ruc- 
tions?” said David Shairp, economist at 
UBS-Phillips & Drew in Hongkong. “The 
markets are either irrational or they are tell- 
ing us something we don’t know.” 

Volatility usually results in conservatism 
and the wariness clearly apparent in indus- 
trial country equity markets will no doubt af- 
fect Asia's stockmarkets, still in their youth 
and favoured lately by institutional invest- 
ors as the exotic belle of the global ball. 

The outlook for now, suggest analysts, is 
that the ascendancy of Asian markets will al- 
most certainly outlast that of their more ma- 
ture counterparts owing to a buoyant re- 
gional economy, strong corporate profits 
and the collective might of newly affluent 
local investors. 

In fundamental terms, economists do 
not expect the slowing of the US and 





The doomsayers' view, courtesy of New York anarchists. 


European economies to have a dire effect 
on Asian growth. "Although the US econ- 
omy is weakening and demand for goods 
has been sliding, it's not likely to affect 
the Asian countries," said Irwin Kellner, 
chief economist of Manufactürers Hanover 
lrust Co. Added Scott Pardee, the New 
York-based chairman of Yagiaichi Interna- 
tional: "As long as the US has a higher 
rate of inflation than the Asian countries, 
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they will continue to be competitive. 

Indeed, according to the Asian Develop 
ment Bank, real GDP growth in Asia is ex 
pected to remain formidable in 1989 arx 
1990, clocking in at 6.7% and 6.8% respec 
tively. Prospective p/e ratios for Asian stock 
markets are not now out of line with expec 
tations of corporate performance, said Johi 
Mulcahy, director of research at Hong 
kong’s Peregrine Brokerage. 

But fundamentals are not everything 
Analysts expect the spirit of Asian equity 
markets to be dampened by events fron 
afar. Since the last pulse-stopping rout ir 
October 1987, most Asian markets hav 
drawn strong attention from institutional in 
vestors in New York, London and Tokyo 
This globalisation, they suggest, has re 
sulted in a narrowing of the numbers anc 
type of investor influencing market be 
haviour. As time goes on, the possibility tha 
positive fundamentals will carry Asiar 
equities along against industrial-marke 
trends becomes ever slimmer. 

There are several reasons for this, al 
highlighted by the events set off on 13 Oc 
tober when Wall Street shed 190 points in ; 
cascade of sell orders and most markets it 
Asia followed suit. The first is that institu 
tional investors view Asia, save Japan, as i 
single market and will abandor 
selectivity in times of crisis. 


he second is that ir 
doing so, they wil 
concentrate their in 
vestment in the mos 
liquid of local blue chips, creat 
ing a situation where activity ir 
a handful of index stock: 
shapes overall market be 
haviour. This, in turn, encour 
ages further volatility. 

The third reason is that, lik« 
elsewhere in the world, indi 
vidual investors are being bat 
tered each time negative globa 
sentiment kicks the market: 
around. This has left individual punters 
central to the early growth and the charac 
ter of Asian markets, less supportive o 
equity markets in general and increasingh 
unable to serve as a buffer against externa 
tides. 

The week of 16 October demonstrated 
again that when the market environment 
sours in New York and London, institu- 
tional investors look first to Asia ‘to dump 











itocks for cash. Geographical diversification 
is a form of portfolio protection does not ap- 
»ear feasible when the possibility of large- 
icale redemption calls on fund managers 
irises. 

It is no suprise then that the most liquid 
Asian markets, and those with the highest 
legree of European and American institu- 
ional participation, were the hardest hit in 
he wake of 13 October. Prices plunged in 
Valaysia and Singapore on 16 October, with 
he Kuala Lumpur Composite Index plum- 
neting 11.5% and the Singapore All Shares 
ndex falling 9.176. 

The same occurred in hapless Australia 
ind New Zealand where institutional sell 
wders knocked 8.1% and 8.5% off their in- 
lexes respectively. Hongkong, which fell by 
| relatively modest 6.5%, was spared a 
vorse decline owing only by its earlier cor- 
ection in the wake of the Peking massacre. 

Those markets with poor liquidity or 
losed to foreigners fared the best, as they 
lid in October 1987. Bangkok, Manila, 

[aipei, Jakarta and Seoul all shed percen- 
ages not out of line with more localised 
rauma. For its part, Tokyo suffered only a 
vave of foreign selling. Local institutions, 
nstructed fo stand firm by the Ministry of Fi- 
vance, brought up the rear, leaving the Nik- 
«ei Index down only 1.8% on 16 October. 

Closed or open, Asian markets reacted in 
andem once Wall Street recovered part of 
ts heavy 13 October losses in a highly selec- 
ive 16 October rally. Positive sentiment ap- 
seared to have a more uniform impact, with 
narkets across the board recovering 50% of 
he previous session's losses. Unlike Oc- 
ober 1987, when they faced wholesale 
*edemption calls, institutional investors 
'ame back immediately to hunt for bargains. 

The second trend, and one which is 
ikely to build further despite a plethora of 
1ew issues around the region, is the narrow- 
iess of foreign holdings in Asian markets. 
^s always, institutional investors show a 
oropensity to be conservative when un- 
erved. What this has translated into during 
he latter stages of the industrial country bull 
narket is a tendency to buy up index stocks 
while jettisoning everything else. 

On 16 October, the Dow Jones Indus- 
rials’ 88.12 point rally came about despite the 
umber of declining stocks far outstripping 
es thatadvanced. In Asia, this type of be- 
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haviour appears to reinforce the first trend. 
“Not only will institutional investors favour 
those markets with the greatest liquidity, 
but they will favour those stocks they can 
best get in and out of,” said Mulcahy. 

The popularity of single country funds, 
which have mushroomed not only in closed 
markets like South Korea, but als@in like the 
Philippines and Thailand, serves to em- 
phasise this as well. Country funds tend to 
be vested in a handful of well capitalised sec- 
urities since only those have adequate scrip 
for both local and foreign buyers. 

In Malaysia, for example, shares of blue 
chips like Sime Darby and Malayan Banking 
will likely be harder hit than smaller issues 
whenever external sentiment turns. This 
would also hold true for companies such as 
Bangkok Bank and Siam Cement in Thai- 
land and Philippines Long Distance Tele- 
phone and San Miguel in the Philippines. 
Conversely, these issues stand to gain more 
when investor sentiment improves. The 
smaller the market, the more extreme the 
volatility will be in key blue chips. 

Both of these trends serve to reinforce 
fears of smaller investors, who look to 





bellwether stocks as an indicator of risk. 
While individual investors still flood into 
those Asian markets protected both from 
foreign participation and from extreme vol- 


atility, like Taiwan, their influence in the re- 


gion’s more open markets is waning. 

The growth of Asian markets has histori- 
cally been driven by the individual specula- 
tive player, egged on by numerous small, 
local brokerages who charged low commis- 
sion fees. Never disposed towards long- 
term holdings, the Asian individual investor 
is increasingly being marginalised in his 
own market. This helps explain the growth 
of volume in speculative small issues and 
warrants in Singapore and Hongkong. Asin 
the US, and as Asian investors become more 
sophisticated, this marginalisation may re- 
sult in the growth of locally based, profes- 
sionally managed unit trusts. 

A bearish trend in global equity markets, 
ironically may bring the influence of small 
punters back to the fore. If volatility and un- 
sure gains send institutional investors back 
to their home turf, suggested UBS-Thillip & 
Drew's Shairp, “we may return to the time 
when amahs and cab drivers dominated." a 
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Failure to solve major imbalances risks a crash 


It won t just go away 


he resemblance between the latest 
slump in share prices around the 
world and the stockmarket crash al- 
most exactly two years ago is more than 
skin-deep. Although the trigger was differ- 
ent this time, the underlving problem re- 
mains the same. The main industrialised 
economies — Japan and the US in particular 
— seem unable to slash their huge surpluses 
and deficits. And the likely consequences 
keep giving tMe financial markets night- 
mares. 
This time the tremor in New York was 
caused by the failure of an employees’ group 
on Friday the Thirteenth to stitch together a 
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US$7.2 billion bank deal to buy out United 
Airlines. The lack of support for the pro- 
posal from notable Japanese banks like 
Sumitomo and Sanwa raised the level of un- 
certainty in the entire US$200 billion market 
in leveraged buyouts, already reeling from a 
series of defaults in the US. 

The scare punctured New York share 
prices inflated by a mergers and acquisitions 
boom financed on credit, much of it loaned 
by Japanese banks. Wall Street’s 6.9% col- 
lapse on 13 October — at 191 points, the sec- 
ond biggest on record — sent other markets 
reeling after the weekend. 

As it was in October 1987, Tokyo was 
called on to prevent a worldwide rou Nt had 
a two-day weekend break to consider how 


_ 
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best to dampen the fall. Japan's economic 
health belied the need for its stockmarket to 
follow the US downward. Real growth is 
expected to reach 575 this year and only 
slightly less in 1990, while corporate profits 
remain strong. Meetings of government of- 
ficials and stockbrokers were reported over 
the weekend and the big institutions were 
asked to refrain from heavy selling. 

In the event, Monday's 647-point drop 
in the Nikkei Index, a 1.8% decline, was 
mainly caused by foreigners ditching their 
stocks, while banks and life insurance com- 
panies stayed on the sidelines. The lack of 
panic in Tokyo helped to calm nerves in 
New York later the same day and the Dow 
Jones Industrial Average bounced back 88 
points. 

Although the episode bore an uncanny 
likeness to Black Monday two years earlier, 
analysts were quick to point out that in 1987, 
the US dollar was too weak, whereas this 
time it was refusing to lie down. Wall 
Street's plunge immediately pushed the dol- 
lar down, but for the past few months, cen- 
tral banks have been trying their best to pre- 
vent it rising too far. Their failure to do so 
until the latest scare bodes ill for the financial 
markets in the future. If the dollar was to 
weaken, central banks would prefer to ad- 
minister the coup de gráce rather than leave 
it to the vagaries of the stockmarket. 

What gave investors the jitters was the ab- 


The yen passes its peak 


ject failure of the central banks outside the 
US to brake the dollar's rise by raising their 
official discount rates. The biggest miss was 
scored by the Bank of Japan (Boj), which 
hastily raised its rate by 50 basis points to 
3.75% on 11 October, taking the foreign ex- 
changes by surprise. Moneymen had ex- 
pected an increase after a 0.7576 rise in May, 
but not for at least another month. 

The dollar shrugged off the tightenihg of 
credit, sailing up to € 144.60 (US$1.01) on 
the following day, more than Y5 higher 
than the rate it touched on 2 October. Stock- 
markets were steeling for another round of 
*ate fficreases when Wall Street's rout ob- 
viated the need for it, at least temporarily. 


* 


130 


331 ANH VG 








Greenspan: ill-conceived remarks. 


ve. 

The Boj had been forced to act, because of 
some extraordinarily ill-conceived remarks 
made by the chairman of the US Federal Re- 
serve, Alan Greenspan, on a visit to Mos- 
cow. During the trip he declared that "at- 
tempts to maintain unrealistic exchange 
rates may lead to destabilising international 
capital flows, and ultimately have to be 
abandoned." Although the speech was 
probably intended as an academic dis- 
course, the foreign exchanges interpreted it 
as an attack on the massive intervention 
conducted by the central banks to push 
down the dollar, after the meeting of the 
Group of Seven (G-7) industrialised countries 
in Washington on 23 September. 

In the week that followed the C-7 meet- 
ing, sales of about US$11 billion of dollars by 
the authorities around the world succeeded 
in reducing the value of the US unit by 5% 
against the yen. For 1989 as a whole, the 
total amount of intervention was roughly 
US$50 billion. 


novel approach was tried in the latest 

round of dollar selling. Central banks 

intervened not only on their home 
patch, but overseas as well. The New York 
Fed was selling in Tokyo (which meant 
trading in the early hours of the morn- 
ing) and the Boj was reportedly intervening 
in the offshore markets of Hongkong and 
Singapore. It even traded in Sydney and 
Auckland, where volume is thin and ex- 
change rates can be pushed around more 
easily. 

Greenspan's remarks threatened to de- 
stroy the credibility of the entire operation. 
But his views also displayed the tensions be- 
tween the Fed, which since January has 
been trying to engineer a soft landing for the 
US economy, and the US Treasury Depart- 
ment, which was hoping to’ see a cut in in- 
terest rates to help drag the dollar lower. 

The last thing the central banks wanted 
was to tighten liquidity, certainly in coun- 
tries like West Germany and Japan with big 
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current-account surpluses. They are mean 


to keep interest rates low and domestic de 
mand buoyant, thus maximising imports 
The strength of the dollar since the star 
of the year has placed them in a dilemma. 1 
they raised interest rates to help weaken th« 
greenback, they risked dampening con 
sumption at home. If they did nothin; 
to tighten credit, the dollar would con 
tinue to rise and so delay, or reverse, the re 
duction in the mammoth US current-ac 
count deficit. 

As things have turned out, interest rate 
have risen substantially in both West Ger 
many and Japan, with precious little to shov 
for their efforts. Unconditional call rates ir 
Tokyo, a key money-market indicator, have 
risen more than 150 basis points this year 
The long-term prime rate, which determine 
the cost for most yen loans to Asiar 
sovereign borrowers, has only risen 3 
points in 1989, but bankers are expecting : 
further rise within the next month. And the 
latest discount-rate increase is expected t 
shave 0.1% off Japanese economic growth it 
the year to March 1990 and 0.675 in the fol 
lowing 12 months. 

Until now, the failure of the US Govern 
ment to cut its budget deficit has beer 
blamed for the instability in world financia 
markets. That view is likely to prevail, bu 
analysts in Tokyo expect Japan to face in 
creasing criticism for its own inability to re 


Japan's foreign surplus swells 





duce its current-account surplus. The IM 
predicts that the surplus is likely to declin 
slightly in 1989 to US$72 billion, but to ris 
next year to US$90 billion, thanks in part t 
the weakness of the yen. 

If the US has not been able to solve it 
own imbalances, why has the US dolla 
fared so well for almost two years? One pei 
suasive reason advanced by Richard Koc 
senior economist at Nomura Research Inst 
tute, is the lack of investment opportunitie 
for the Japanese at home. After the dollar’ 
fortunes reversed last year and the Fe 
seemed able to engineer a soft landing fc 
the US economy, Japanese investors pile 
back into US assets. After three year 
of depreciation in the US dollar; property 
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stocks and bonds there were cheap. 


Until recently, critics of the Japanese 
seconomy have focused on trade barriers 
"which have stifled imports of consumer 
goods. But at the Structural Impediments 
Initiative talks in Tokyo in September, US of- 
-ficials dwelt on the imbalance of savings and 
investment in Japan, which is the mirror- 
image of its current-account surplus. It is not 
savings which are too high, but investment 
"which is too low, creating a surplus of sav- 
ings — 4.4% of GDP in 1986 and only narrow- 
ing slightly since then. 

Japanese industry has not been lagging 
ion this score, far from it. Machinery and 








equipment investment has been rising at 
double-digit levels for nearly three years. It 
is public investment, in roads and parks, 


which has failed to keep up. And yields on 


commercial property are too low to justify 
the investment. Public works expenditure 
has been strictly curbed in order to cut the 
budget deficit. This has been successful, but 
at the expense of a continued current-ac- 
count surplus. 

This can be seen most clearly in the flow 
of funds within each sector. Households 
have continued to run a surplus, little 
changed from year to year. The annual cor- 
porate deficit grew to ¥16.9 trillion from 
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Analysts reject vision of global recession 


Not so grizzly 


By Review Correspondents 


the subsequent fallout elsewhere is 

not seen in London or New York as 
clearly presaging the arrival of a new bear 
narket, much less hastening a global reces- 
sion. 

Disillusionment with the excessive use of 
highly leveraged corporate debt financing in 
the US and the inability of the US adminis- 
tration to make headway against its budget 
deficit clearly set off a reversal in market sen- 
timent. But analysts see few portents of a re- 
versal of the magnitude of October 1987. 

Brokers point to the average price-earn- 
ings ratio of 21 on Wall Street immediately 
before the 1987 crash and the multiple of 14 
prevailing during the run-up to 13 October 
as grounds for optimism. Further, they note 
that the ratio between long bond yields and 
equity yields looks more favourable now 
than it did then. 

“In general, conditions surrounding the 
crash two years ago are not present today,” 
said Lawrence Kudlow, chief economist at 
Bear Stearns & Co. in New York. “The sta- 
bility of the dollar and the declining trends in 
interest rates are major pluses for the finan- 
cial markets.” 

Although the US and British economies 
are fundamentally weaker now than in 
1987, next year is expected to see a decelera- 
jon of economic growth rather than a reces- 
sion in both countries. Corporate earnings 
n the US and Britain are expected to con- 
inue rising by about 5% next year. “Earn- 
ngs are a little lower than they were before, 
Jut they're still earnings," pointed out Scott 
Pardee, chairman of Yamaichi International 
n New York. 

Analysts are especially buoyed by 
apan’s resilience in the face of poorer pros- 
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pects for the US economy, even in light of 
Tokyo's discount rate cut, which is expected 
to crimp growth slightly. 

While the conventional wisdom remains 
relatively sanguine, there are are still deep- 
seated fears that too much emphasis is being 
placed on US monetary policy to see that 
economy through its period of weakness. 
According to IMF economists, little has been 
done to address the underlying fiscal imba- 
lances which are dampening US growth and 
adding critically to market uncertainty. 


Tokyo investors track share falls. 
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35.9 trillion in 1985-88, to pay for that invest- 


ment spree. But the public sector swung 
from a large deficit of ¥13.2 trillion to a 
surplus of Y2.2 trillion. The result was that 
Japan's account with the rest of the world — 
the yen value of its current-account surplus 
— rose slightly to Y 12 trillion. 

It is not only foreigners who will want to 
know why Japan cannot invest more. The 
locals themselves are getting fed up with 
waiting for a better quality of life. They want 
to know why they have to work long hours 
to send their hard-earned savings overseas 
to support other economies where people 
work a lot less. - 


This point has been driven home in re- 
cent weeks by public disagreements be- 
tween US Federal Reserve chairman Alan 
Greenspan and the Bush administration. 
The Fed cut interest rates three times be- 
tween March and July in an effort to keep re- 
cessionary trends from emerging, but now 
seems more concerned about a build-up of 
inflationary pressures. 

The US central bank has thrown the ball 
back to the administration and to Congress, 
urging them to make progress in cutting the 
budget deficit which, according to the IMF, 
will probably total US$145 billion in fiscal 
1990, a figure well above the budget law's 
target of US$100 million. 

Washington's continued inability to 
tackle the budget deficit is seen by some 
analysts as a major factor underlying the 
skittishness in the New York market. Just 
before 13 October, Congress failed to meet 
its deadline for approving the fiscal 1990 
budget, raising the spectre that it will again, 
as in 1987, prove the IMF's prognostication 
right. 

i Unease in the markets has also been kin- 
dled by worries that the leveraged buy-out 
(LBO) binge of the 1980s will result in more 
unpleasant shocks to the financial system as 
the economy slows and, debt-laden cor- 
porate borrowers become unable to service 
interest costs. Many overgeared corpora- 
tions have been reducing their debt burden 
as they haul in strong earnings, but others 
are clearly at risk as the earnings picture dar- 
kens. Analysts point to the fate of such cor- 


3 porate high fliers as Australia’s Alan Bond 


and Canada’s Robert Campeau as harbin- 
gers of things to come. 

High-yield bond defaults and corporate 
debt moratoriums already total more than 
US$4 billion for the year. And junk bond 
king Michael Milken, of Drexel Burnham 
Lambert, who was able to paper over the 
rough spots in the past, is no longer of assist- 
ance. The failure of the UAL Corp. buy-out, 
which set off the brief rout on 13 October, is 
probably the end of major new LBOs, said 
analysts. This opinion has been reinforced 
by moves in the US Congress to devise ways 
to limit the use ef heavily geared debNinang 
ing as a corporate takeover tool. a 
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STOCKMARKETS 





a a a Vall Street triggers pan-Asian rout www but markets rebound strongly 
a a a | upei scores biggest one day leap a a a Tokyo takes the strain aa Hongkong 
stays liquid u a a bears bypass Seoul in period ending 17 October a n u 


The market continued its choppy, listles: 
pattern of recent weeks. Short-term 

— . finance companies gained 4.9% on 

—Fw renewed rumours that they would 
benefit from industry restructuring. 
Trading companies gained 2.3%. 
Pharmaceutical and marine transport 
issues fell slightly. Daily volume average 
8.9m shares worth Won 209b (Us$314.3m) 


Shares dropped after the discount-rate — | 
rise failed to stop the US dollar rising. The | 
market then slumped following the selloff | 
in New York, but recovered sharply with 
the Nikkei Index finishing only 1.1% eer 
down. Nippon Steel rose ¥17 to ¥735and | ^ 
Mitsubishi Heavy rose ¥50 to x1,080. | 
30h . . . . M Trading was a thin 632m shares a day 
“SLE MAW TSA SOW worth ¥1.2t (Us$8.49b). 











_ Share prices fell in sympathy with New 

York's selloff, but bounced back two day 
later with a 410-point gain, the largest 
one-day rise ever. Investors were nervo: 
about the rise of the daily price fluctuati« 
limit to 7%. Averaged turnover was — | 
NT$124b (Us$4.85b). Ve Wang Foods rc: 
33% to NT$162. Appliance maker Kolin — 
fell NT$21 to NT$113.50. 


ongkong Before Wall Street's panic, the market 

"C ang Serin — .. Suffered three days of declines qused by 
m. . .4- .-- local profit-taking. Then on 16 Oct., the 

market dived 6.5% in very heavy, but 
orderly, trading. About half these losses 
were recouped the following day. China 
Light fell 70 HK cents to HK$12.60. Daily 
volume averaged 757m shares, valued at 
HK$1.459b (Us$187.1m). 





Gains made in the past three months 
were wiped out in heavy trading totalling 
694.2m shares worth A$1.43b (Us$1.10b). 
Mining and banking suffered most as 
“~~ overseas traders and local retail investors 
— sold. Local institutions returned to the 
market after “Black Monday,” but 
nervousness remained. BHP lost 52 A 
cents to A$89.48, 


Prices nosedived 8.9% on 16 Oct. on 
“Al Shares index, 25542. heavy institutional selling prompted by 
gy ae eee T Wall Street’s plunge. The market 
rebounded the next day, but still fell 4.8% | 
over the period. City Dev. warrants lost 8 
S cents to 44.5 s cents but UIC bucked the 
trend by adding 2 s cents to s$2.31. 
no 7777 Average daily turnover rose to 146.43m 
09 )T*WAMITJASON shares, worth s$289.31m (Us$147.1m). 


Kuala Lumpur | 












Panic selling knocked 11.5% off the index | 

on 16 Oct., but prices rebounded the next | | 
day in line with Wall Street. Over the | 
period the index lost 26.46 points, or 
5.18%. Speculative favourite Idris |j 
Hydraulic shed 7.5 M cents to 52.5 M cents | 7 
and Johan was 9 M centslowerat78.5M | 
Dae “cents. Average turnover was 294.78m 
“OSE MAM TTA SOW shares, worth M$135.59m (Us$50.3m). 


A frightened market fell 8.5%, then shot 
up 5.7% again, suggesting more volatilit: 
to come. This underlined the fragility of ' 
~~~ the Aug. rally above the 2,200 level. 

- Fletcher Challenge fell 20NZcentsto ... 
NZ$4.75. Brierley Investment was down 
10 NZ cents at NZ$2.16. Volume totalled .. 
56.06m shares worth NZ$126.9m | 
(US$74.4m). : 









Strong local optimism about third-quarter | 
earnings results at first pushed the SET 
higher. On 16 Oct., reacting to Wall 
5treet's fortunes, the index lost 6.3%, as 
mainly local retail and institutional 
investors sold. The next day it regained 
3.8%, helped by heavy buying from the 
Mutual Fund Co. Siam City Cement fell 
Baht 90 (Us$3.48) to Baht 3,531. 


Continued selling by individual investor: 
on rumours of an election announcement 
depressed the BSE Index by 30 points to 
699.3. Although the selling fever in New 
York and Tokyo did not directly affect 
share prices, the world events further 
dampened market sentiment. Tisco fell 
Rs 30 (US$1.80) to Rs 1,185, and Reliance 
fell Rs 12 to Rs 85. 





Bangkok 





After three sessions of gentle decline, the 
panic broke in the last hour of trading on 
13 Oct., with the Dow Jones Industrial 
Average losing 6.9% in gargantuan 
computer-dictated selling. A very 
narrowly based rally on 16 Oct. recouped 
half the index's losses. But 17 Oct. 
brought renewed selling across the 
board. Volume totalled 1.216b shares. - 


The market was quick to recover from the | 
effects of Wall Street's plunge. PLDT took 
the biggest hit, falling P40 to 2487.50. 
Robinson's Land, making its debut, 
closed at P8, below brokers' expectations 
of P10. San Miguel lost 25 to R83; 
Benguet Corp. B shed P3 to 252.50. 
Turnover averaged 1.4b shares worth 
P452.5m (US$20.7m). 
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he Review is the key medium in 
our Far Eastern advertising campaign 
because of its unique combination of 
strong editorial and excellent regional 
coverage. 99 
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03 It works for them . . . It will work for you! 





IFIED ADVERTISEMENT s 


NOTICE _ 
SUDAN RAILWAYS CORPORATION 
STORES DEPARTMENT ATBARA 
CONTRACT NO. 5894 


SUPPLY OF HARDWOOD AND TIMBER SLEEPERS FOR 
RAILWAY TRACK | | 


1 Sudan Railway Corporation (S.R.C.) has receivéd a credit from 


.| Saudi fund for development and intends to apply the proceeds of | 
| credit to eligible payments under the Contract for which tenders are 
| now invited from eligible Suppliers | for the supply of the above. 


.2 Tenders documents in English can be obtained from the follow- 


d An exclusive and Droben Ea offer... 


Spm ice Aden mes 








ing addresses on written. n and. l payment. c ot Sudanese 
Pounds Ls 800 (Not refundable). z ox | 
A Controller of stores S.R.C. : 
P.O. Box 65 Atbara-Sudan 





Telex 40002 Hadid/twd - Telephones 2020-3320 
B Stores representative-Khartoum - 

General Manager's Office - 

P. O. Box 1812 Khartoum - 

Telex 22476 S.R.C. Hadid Telephone 74009 


3 Closing date set for acceptance of offers in Khartoum is 1200 | 


hours noon local time on Saturday 4th, T. 1989. 


4 Tenders will be opened and read in public i in the Office of the | 
General Manager S.R.C. Khartoum at the time and date E e l 
above. | : 


_ CON’ TROLLER OF STORES. 
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to accept an invitation contained in any advertisement published 
inthe Review. 
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Appointment 


LECTURER IN EAST ASIAN/ 
‘SOUTH EAST ASIAN STUDIES 


Fixed-Term a year) npHlkiment in East Asian/South East Asian 
Politics. Preference given to persons with research interests in 
Development Studies. and/or international Political Economy. The 
Department welcomes api cations from. female. candidates with 
interests in these fields. Salary: $A31,259 - $A40,622 p.a. Enquiries 
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University, Clayton, Victor a Austral, 3168 by 24/11/89. 
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Advocate in Hongkong's cause 
When the Hongkong Government ap- 
pointed  barrister-turned-solicitor Ronald 
Arculli to the lawmaking Legislative Council 
(Legco) in 1988, many observers of the politi- 
cal scene were taken aback. Although highly 
successful as a lawyer, Arculli had never 
shown much interest in politics. 

But unlike some appointed Legco mem- 
bers, Arculli has be- 
come a diligent par- 
ticipant in local poli- 
tics, monitoring the 
drafting of the Basic 
'* — Law (a mini-constitu- 

. tion for Hongkong 
after 1997), helping 
to frame a future poli- 
tical model and cam- 

paigning for bolt-holes 
for Hongkong people 
after the return to Chinese sovereignty. 

Arculli this week was part of a three- 
member delegation to the Commonwealth 
heads of government conference in Kuala 
Lumpur to explain Legco’s postion that Bri- 
tain has a moral obligation to offer a right of 
abode to 3.25 million Hongkong people. 

Married with four children, the 50-year- 
old lawyer comes from a family with a long 
legal tradition, which has been in Hongkong 
for generations. Arculli began his legal prac- 
tice as a barrister specialising in company 
law. Now he is a partner in a solicitors’ firm. 





Bureaucrat is wide-awake 

The appointment of Chung Duk Koo as fi- 
nancial attaché at the South Korean Em- 
bassy in London should help make the road 
to financial liberalisation in his home coun- 
try a little smoother. Chung, 49, has headed 
the securities poligy division of the Ministry 
of Finance (MoF) for the past three years. He 
was intimately involved in drafting the 
country's stockmarket liberalisation plan, 
which was released in December 1988. 

Known as a hard-nosed, often nationalis- 
tic negotiator, Chung is cordial to and com- 
fortable with foreign visitors who are not try- 
ing to win concessions from the govern- 
ment. The London posting should give him 
more time to see his wife and two sons — 
and catch up on sleep. The past few years 
have been gruelling ones at the MoF, with 
Chung and other bureaucrats often forced to 
work six-and-a-half-day weeks and get by 
on three or four hours of sleep a night as a re- 
sult of the dynamic development of the 
country's financial sector. 

But Chung's associates expect that he 
will find plenty to keep him busy on the fi- 
nancial front in London, where South Ko- 
r@an securities firms and banks are increas- 
ingly active. It should also give him a chance 
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to meet more freely with foreign and Korean 
brokers, whom he often shunned while at 
the MoF because of his sensitive position. 


New hurdle for a rebel 

Taiwan's opposition Democratic Progres- 
sive Party picked a former national sports 
hero as an extra candidate for its December 
electoral slate when Yang Chuan-kuang an- 
nounced he was quitting the ruling 
Kuomintang (KMT). A retired decathlete 
once dubbed “Asia’s Iron Man," he won 
Taiwan's first Olympic medal, a silver, at the 
1960 Rome games. 

A KMT legislator from 1983-86, Yang said 
he made the political switch in the cause of 
multi-party, democracy. Furthermore, his 
KMT political experience left him with sour 
taste, he said. The party dumped him from 
its 1986 ticket, citing his alleged poor per- 
formance as the reason. 

Yang said the party reneged on a prom- 





ise to compensate him with the post of sec- 
retary-general of the China Amateur Sports 
Federation. This time, he gave short shrift to 
a KMT emissary who dangled the bait of 
Yang becoming deputy secretary-general of 
the Chinese-Taipei Olympic Committee if 
he would stay with the party. 

A trainer of some of Taiwan's national 
track athletes since 1976, Yang acquired the 
"Iron Man" nickname when he won a gold 
medal in the decathlon at the 1954 Asian 
Games in Manila. As the underdog in the 
poll for Taitung country magistrate, he will 
be the first Taiwan aborigine to bid for the 
post of either mayor or magistrate. 


Dissident in the dock? 

Chinese university lecturer Liu Xiaobo, 34, 
may become the first prominent intellectual 
to face criminal charges for his role in the 
pro-democracy movement. Asthough thou- 
sands of student leaders and intellectuals 
have been arrested since 4 June, only protes- 
ters charged with criminal damage have 
been publicly tried and sentenced. 
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But the many official attacks on Liu that 
have appeared in the media recently suggest 
he may be the first intellectual to face a pub- 
lic trial. If so, Western opinion, whose initial 
outrage against the Tiananmen massacre is 
gradually subsiding, may again focus on Pe- 
king's treatment of dissenters. A group of 
Norwegian scholars has already nominated 
Liu for the Nobel peace prize for his advo- 
cacy of a non-violent struggle for freedom 
and democracy in China. 

Liu, a lecturer at the Beijing Normal Uni- 
versity, shot to national prominence in late 
1986 when he made a series of fierce attacks 
on China's literary scene. These were ac- 
companied by critical articles on Chinese 
leader Mao Zedong, Marxism, state author- 
ity, dictatorship and other taboo subjects. 
On 1 June, Liu was one of three intellectuals 
who started a hunger strike at Tiananmen 
Square to press Peking to yield to the pro- 
testers' demands. 


Top figure aims for truce 

This is a busy year for Zainal Abidin Putih, 
managing partner of Malaysia's largest ac- 
counting firm and president of the Malay- 
sian Association of Certified Public Accoun- 
tants. Zainal, 43, not only took up the reins 
at the association earlier this year, but he has 
also been appointed receiver of the insolvent 
Central Cooperative Bank and he is guiding 
his firm, Hanafiah Raslan and Mohammed, 
into an affiliation with Arthur Anderson 
and Co. 

Zainal joined Hanafiah Raslan after qual- 
ifying as a chartered accountant in London 
in 1972. While working his way up the 
firm, which audits some 10% of Malaysia's 
quoted companies and such government- 
owned heavyweights as Petroliam Nasional 
(Petronas) and Permodalan Nasional Bhd 
Zainal was also busy moving through the 
ranks of his profes- 
sional body. He has 
served on various 
committees and was L. 
appointed vice-presi- W` 
dent of the association — ' 
in 1987. T 

Ironically, his mo- 
ment of glory as presi- 
dent comes at a time 
when the Malaysian 
Institute of Accoun- 
tants, a long-dormant government statutory 
organisation, has been revived by Kuala 
Lumpur to keep a closer eye on the account- 
ing profession. In addition to guiding 
Hanafiah Raslan into an alliance with 
Arthur Anderson, Zainal is applying his 
negotiating skills to a ceasefire between 
the two, sometimes warring, accounting 


groups. g a 
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A SHE-BEAR AND HER CUB TAKE REFUGE ON AN ICEBERG 


In the Arctic, 


Janusz Kurbiel’s Rolex do es more 
than tell him the time. 


Every year for over ten years, Janusz Kurbiel 
has experienced hell. For the unimaginable cold of 
the Arctic is hell in reverse. 

Thats why, since 1975, Kurbiel's expeditions 


have been to establish how scientists and tech- 





KURBIEL MEASURING THE HEIGHT OF 
AN ICEBERG WITH HIS SEXTANT. 


VAGABOND II UNDER SAIL 
AMIDST THE ICE-FIELD 


nicians will one day be able to utilise the natural 
resources of this vast fortress of ice. 

Janusz Kurbiel is a scientific explorer. In the 
very worst conditions he tests electronic 
apparatus, surveillance systems, sur- 
vival equipment and...his Rolex. 

But science often gives way to 
adventures in which he must surpass 
himself, risking everything to get out of 
, trouble. Kurbiel smiles as he recalls set- 
* ting out by skidoo to look for magnetic 


= 


north. When the magnetic field had rendered hi: 
sophisticated navigational equip 
ment useless, he simply navigate 
by his Rolex. Again, after capsizing 

near S osiliad and losing all his instrument 
he got back to France by taking a bearing on the 
dial of his Rolex. 

Today Janusz Kurbiel is planning new 
expeditions. They will take him in the tracks of 
Eric the Red, who discovered Greenland in 982: 
in the footsteps of Amundsen. who opened up the 
North-West Passage 

As usual, he will wear a Rolex. "Because in 
the Arctic,’ he says,"a watch is the basic equipmen: 
of survival.” But it also allows him to record pre 
cisely when the first seal appears, to rendezvou: 


with his colleagues and to remember at W 
dead of night that, on the banks of 


the Seine, it is seven in the evening. ROLEX 


of Geneva 






THE ROLEX GMT-MASTER CHRONOMETER IN STAINLESS STEEL. 
ALSO AVAILABLE IN I8CT. YELLOW GOLD OR IN STEEL AND I8CT. YELLOW GOLD. 


